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The System in Brief 


The Ontario Municipal Employees Retirem 
System was established in 1962 to provide pensio 
benefits for employees of municipalities and lo 
boards in Ontario. 


The System provides: 


—A basic pension benefit in respect of the co 
tributory earnings of each member after 
enrolment in the System. Basic pension benef 
are calculated at a uniform rate for all membe 
and contributions are made on a dollar for dolle 
basis by the members and their employers. 


—A prior service pension benefit in respect 0 
service before the employer commenced to pa 
ticipate in the System to permit the employer 
wind up an existing pension plan by transferri 
the assets to OMERS. 


—A supplementary pension benefit in respect of} 
future service or future and past service of i" 
members. f 


Supplementary pension benefits are optional an 
are provided by agreement between the employ 
and the Board. These agreements were designec 
to permit an employer to improve the amount o 
pension otherwise payable to his employees. Fo 
example, a supplementary agreement may providg 
for the payment of a pension based on the mem 


ber’s service and the average of his best 60 con 
secutive months’ earnings. 


he costs under a prior service or supplementary 
greement depend on the amount of benefit re- 
uired to be provided under the agreement and the 
peponsibility for payment of the cost rests with the 
mployer and the members under the agreement. 


fighlights of 1971 


n view of the increasing number of problems aris- 
ng from the continued growth of OMERS, the 
30ard continued to meet frequently in 1971. 


\ considerable amount of time was devoted by the 
soars to difficult problems of administration and 
0 requests from employee groups, employers and 
thers, with respect to revisions in the terms and 
me cions and the benefit structure of the System. 


The increased demand for supplementary benefit 
costings and supplementary benefit agreements 
required the Board's careful attention to the man- 
ner in which the costings are being requested and 
forwarded as well as a study of the various types of 
supplementary benefits offered to the members. 


The Board made many studies in 1971, concerning 
the benefit and contribution structure of the System 
and the Supplementary plans and met delegations 
representing members’ groups and received briefs 
for the Board's study. 


As a result of the Board's study and deliberation on 
the many problems of concern to the System, the 
following recommendations were made to the 
Minister. 


— Improvement in the widow’s pension to 50% ai 
a member's earned pension plus 10% of the 
member's earned pension for each child of the 
member under age 18 or under age 21 if attend: 
ing an educational institution on a full time basis 
(maximum widow’s pension —75%_ of the 
member's earned pension). 


— Improvement of 5%, effective January 1, 1972 
in the accrued basic pension benefits of the 
contributing members, pensioners and deferred. 
pensioners. This improvement in benefits is 
financed by an actuarial surplus in the fund and 
is in addition to the 10% improvement granted 
as of January 1, 1971, resulting in an overall 
increase in the basic accrued pension benefits 
over a 2 year period of 15.5%. 


— Elimination of the requirement of a 75% vote of 
the employees of an employer to join OMERS 
where the employer has not continued to 
contribute to an approved plan. 


The Government accepted the Board's recom 
mendations and the Regulations issued under The 
OMERS Act were amended in 1972. 


Also in 1971, the Board entered into a reciprocal ! 
agreement with Ontario to provide a new basis of 
transferring pension credits between OMERS and 
the Public Service Superannuation Fund (Ontario) 
for members who transfer their employment | 


between Ontario and a participating employer of — 
OMERS. 


ter a very thorough review of the supplementary 
snefit structure in 1971, the Board, early in 1972, 
Jopted another type of supplementary benefit to 
> offered which is generally referred to as the 
ydated pension. 


vestments 


| monies available for investment under OMERS 
e invested with the Province of Ontario in accord- 
ice with The OMERS Act. 


fective January 1, 1970, the rate of interest on 
ach yearly debenture will not be less than the 
eighted average yield to maturity of all the de- 
sntures and bonds issued or guaranteed by the 
rovince during the year ofissueplus Ysof1% The 
rm of the debenture will be 20 to 30 years. 


1e debenture issued in respect of contributions 
ade in 1971 was at the rate of 7.85% for 30 years. 


ortability 


Ortability is an important advantage of a multi- 
mployer plan, such as OMERS, where an em- 
loyee can move from one employer (municipality 
r local board participating in the System) to 
nother employer in Ontario while remaining a 
iember of the same pension plan. Changes of 
mployment within this municipal framework do 
ot disturb a member's earned pension entitlement. 
1 1971, 287 members took advantage of this 
vature of the Plan. 


Communications 


As in previous years representatives of OMER 
continued to visit the offices of many of the munic 
palities and local boards that were participating i 
the System to explain both the basic benefits an 
supplementary benefits under OMERS. . 


During the year, the Board prepared a memoran 
dum describing Supplementary pension benef 
available from the System. This memorandum wa 
sent to each employer and is available to an 
member on request. j 


Considerable time was spent on a further memo 
randum on supplementary benefits containing 
many details not covered in the original memoran: 
dum. This revised memorandum was sent out tc 
each participating employer and other interestec 
parties at the end of March in 1972. : 
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Active Membership 1971 


Municipalities 
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Active Membership — 1971 


“Hydro Other 
Municipalities oe Electric Local 
Commissions Boards 


Active Members 


Per Cent of Total 


1970 Percentage 
Comparison 


*Includes Public Utilities Commissions 


The Growth of OMERS 


Active Members 


There has been a relatively steady growth in tt 
active membership of the System since 1966 ar 
it is expected that future years will bring increase 
similar to 1971, of approximately 10% per annun 
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Growth 
Active Members 


*Hydro 
At School Electric 
Dec. 31 Municipalities Boards Commissions TOTAL 


1967 11,998 ome 4,166 | 47,054 
ea 


8,280 7,110 64,993 


8,168 72,659 


The Growth of OMERS 
Pensioners 


While the membership continues to grow, th 
number of pensioners also increases. The tabl 
Opposite shows the annual totals by pensior 
type. The total Pensioner figure for each year is 
also shown as a percentage of the total member. 
ship in order to demonstrate the faster rate oj 
growth of pensioners compared to the rate of 
growth of the membership. 
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The Growth of OMERS 


Pension Payments 


The chart shows the rapid growth of total pensi 
Payments since the System's inception. 
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he Growth of OMERS 
ontributions 


fember and employer contributions, represented 
s combined totals on the chart, have shown a 
teady increase in volume in response to member- 
hip and wage increases. 
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The Growth of OMERS 


Assets 


The growth of the System in general, and in par. 
ticular the growth of the pension liability, requires 


a corresponding growth iN assets. The char 


readily shows that this has been the Case. 
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\uditors’ Report to the Board 


ve have examined the balance sheet of The 
Yntario Municipal Employees Retirement Fund as 
it December 31, 1971 and the statement of re- 
erves for the year then ended. Our examination 
ncluded a general review of the accounting pro- 
sedures and such tests of the accounting records 
and other supporting evidence as we considered 


hecessary in the circumstances. 


In our opinion these financial statements present 
fairly the financial position of the Fund as at 
December 31, 1971 and the results of its opera- 
tions for the year then ended, in accordance with 
generally accepted accounting principles applied 
on a basis consistent with that of the preceding 
year. 

| 

McDonald, Currie & Co., 

‘Chartered Accountants 


Toronto, Canada, March 9, 1972 
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Pension Benefits of OMERS 


Basic 


A normal retirement Pension based on earnir 
while a member of the System. 


A total and Permanent disability retirement pe 
sion after 10 years of municipal service. 


A deferred Pension, payable at normal retireme 
age, if a member ceases to be employed before h 
normal retirement date. 


A refund of the contributions of a member, piu 
interest, if the member terminates his employment 
Subject to age and service limitations. 


Other 


Prior service Pensions which are related to servic 
before an employer Participated in OMERS. 


A booklet, giving a detailed description of the basic 
pension benefits, May be obtained from any OMERS 
employer, 
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Introduction 


This, the eleventh Annual Report on the Ontario Municipal Employees 
Retirement System, represents the end of ten years of continuous opera- 
tion. Although actual participation in the System did not commence until 
January, 1963, the first Annual Report for 1962 did outline those mea- 
sures that had been taken in the establishment of OMERS. 


At this time, therefore, it is felt worthwhile to review the significant devel- 
opments, growth and communication of OMERS during its last ten years. 


Significant Developments 


1962 The Ontario Municipal Employees Retirement System Act was 
given Royal Assent on April 18 and the first Regulation thereunder was 
filed on July 4. 

Between September and December, officers and staff were employed to 
administer the System. 


1963 = Participation by municipalities and local boards in OMERS com- 
menced on January 1. 


1965 Regardless of the cash refund option for an employee who ter- 
minated his service for reasons other than retirement or death, a member's 
pension contributions made after January 1, 1965 were locked in to pro- 
vide a pension at normal retirement age, as required under The Pension 
Benefits Act, Ontario, if, on termination of service, the member had 
accumulated ten years of service and was over 45 years of age. 


1966 Employees of Public Utility and Hydro Electric Commissions 
became members of OMERS, effective January 1, 1966. 

Also, the benefit and contribution rates under OMERS were integrated 
with the Canada Pension Plan effective January 1. 


1967 OMERS introduced supplementary benefits, that is, pension 
benefits in addition to the basic benefits of OMERS allowing the System 
to meet special pension requirements of individual employers of various 


classes of municipal employees. 


1968 = On January 1, the responsibility for the management and admin- 
istration of OMERS was transferred from the Minister of Municipal Affairs 
to an eleven member Board representing the municipalities, their local 
boards, the members of the System and the Province of Ontario. | 

The rate of interest on OMERS’ Funds invested in Province of Ontario 
debentures was increased from 5% to 6%2%, effective January 1. 

Also, the pension formula for pension earned after January 1, 1968 was 
increased by 10%. 


4 


1970 Effective January 1, 1970, OMERS was allowed an improved 
basis for investing funds of the System with the Province. This im- 
provement provided that all moneys available for investment would be 
turned over to the Province each year in exchange for a debenture of 
which the rate of interest would be the weighted average yield of interest 
of all the debentures issued or guaranteed by the Province during the year 
of issue. 

Also during this year, a widower became eligible for a pension under 
OMERS if, upon the death of his wife, she was a member of OMERS and 
he was totally and permanently disabled and mainly dependent upon her 
for support. Futhermore, pension payments payable to children under 
OMERS were extended from age 18 to age 21 if the child or children are 
attending an educational institution, determined by the Board, on a full 
time basis. 


1971 = As of January 1, 1971, all basic pensions earned to December 31, 
1970 under OMERS by contributing members and terminated members 
who elected deferred pensions as well as the basic pensions being paid to 
members, widows, widowers and children from OMERS as of that date 
was increased by 10%. 


1972 In 1972, the following changes were made: 


(i) an improvement in the basic pension of 5% at December 31, 1971 
similar to the 10% pension improvement in 197A 

(ii) an improvement in the widow’s pension to 50% of a member's 
earned pension plus 10% of the member’s earned pension for each 
child of the member under the age of 18 or 21 years if attending 
an educational institution on a full-time basis (maximum widow’s 
pension — 75% of the member’s earned pension); 

(iii) the elimination of the requirement of a 75% vote of the em- 
ployees of an employer to join OMERS where the employer has 
not continued to contribute to an approved plan, and 

(iv) the membership of councillors in OMERS. 


Growth 


Prior to the inception of OMERS, most of the municipalities and their 
local boards in the Province did not provide pensions for the retirement of 
their employees. Those municipalities that did offer pension benefits 
under separate municipal plans provided only minimal pension coverage 
for their employees. As a result, when OMERS was first established, it was 
widely accepted immediately and has grown extremely rapidly over the 
Past ten years. 


Detail of this rapid growth is evident from the graphs and charts on pages 
8 to 17 inclusive. With 895 employers now participating in OMERS, it is 
perhaps significant to look at the stark contrast between the statistical 
data for 1963 and that for 1972. 


1963 1972 


Active members as at December 31 ..... 9,840 77,258 


Pensioners as at December 31 ............. 19 5 663 
Pension payments during year ............. $ 1,855 $ 3,194,660 
Contributions during year ..........0..c..... $ 4,917,655 $ 70,024,909 
Assets as at December 311 ...........c.:00000 $ 4,837,382 $ 385,774,992 


The rapid rate of growth appears now to be levelling off as OMERS con- 
tinues to fulfill the need for which it was established. 


Communication 


In recognition of the fact that it is important for all members to fully un- 
derstand the operation of OMERS and the various benefits available, 
OMERS has been endeavouring to achieve an effective communications 
program over the last ten years. 

OMERS’ representatives visit municipalities and local boards through- 
out the Province in order to discuss the System with members and em- 
ployers. Also, many participants in the System visit the offices of OMERS 
to receive guidance on both the basic benefits and the supplementary 
benefits available. 

Representatives from OMERS are called upon periodically to speak at 
seminars and to participate in conferences at which discussion time is 
devoted to pension plans in general. Also from time to time, the Board 
meets delegations representing members’ groups to consider their sugges- 
tions and recommendations concerning OMERS. : 

Since it is essential that a pension fund be responsive to the needs of 
its members, OMERS will continue in the future to meet this requirement 
through personal contact with both members and employers. 


The System in Brief 
As at December 31, 1972, the System provides: 


—A basic pension benefit in respect of the contributory earnings of each 
member after his enrolment in the System. Basic pension benefits are — 
calculated at a uniform rate for all members and contributions are made 
on a dollar for dollar basis by the members and their employers. | 

—A prior service pension benefit in respect of service before the employer 
commenced to participate in the System to permit the employer to wind 
up an existing pension plan by transferring the assets to OMERS. 


—A supplementary pension benefit in respect of future service or future 
and past service of the members. 


Supplementary pension benefits are optional and are provided by agree- 
ment between the employer and the Board. These agreements were 


designed to permit an employer to improve the amount of pension other- 
wise payable to his employees. For example, a supplementary agreement 


may provide for the payment of a pension based on the member's service 
and the average of his best 60 consecutive months’ earnings. 

‘ The costs under a prior service or supplementary agreement depend 
on the amount of benefit required to be provided under the agreement and 
the responsibility for payment of the cost rests with the employer and the 
members under the agreement. 
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Active Membership 1972 


The active membership figures for 1972 show 47% of the con- 
tributing members to be municipal employees and 53% to be 
employees of local boards. These figures compare with 46% 
(municipal) and 54% (local board) for 1971 and it is expected 
that these proportions will remain relatively constant in: the 


future. 
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The Growth of OMERS 


Active Members 


There has been a relatively steady growth in the active member- 
ship of the System since 1966 and it is expected that future 
years will bring increases similar to 1972, of approximately 10% 
per annum. 


Active Members (000’s) 
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The Growth of OMERS 


Pensioners 


_ While the membership continues to grow, the number of pen- 


sioners also increases. The table opposite shows the annual 


_ totals by pension type. 
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The Growth of OMERS 


Pension Payments 


The graph shows the rapid growth of total pension payments 
since the System’s inception. 


Pension Payments (000’s) 
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The Growth of OMERS 


Contributions 


_Member and employer contributions, represented as combined 
totals on the graph, have shown a steady increase in volume in 
response to membership and wage increases. 


Contributions (000,000’s) 
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The Growth of OMERS 


Assets 


The growth of the System in general, and in particular the 
growth of the pension liability, requires a corresponding growth 
in assets. The graph readily shows that this has been the case. 


Assets (000,000’s) 
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Activity in the System 


During 1972 


New Enrolments 


Pensioners: 
Members 
Widows 
Children 


Tranfers: 
Within OMERS 
To Other Plans 


Terminations: 
Deferred Pensions 
Refunds 
Locked In 


Death of Members: 
Before Retirement 
After Retirement 
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Auditors’ Report 


Ontario Municipal Employees Retirement Board 


We have examined the balance sheet of the Ontario Municipal 
Employees Retirement Fund as at December 31, 1972 and the 
statement of reserves for the year then ended. Our examination 
included a general review of the accounting procedures and such 
tests of accounting records and other supporting evidence as we 
considered necessary in the circumstances. 


In our opinion these financial statements present fairly the 


financial position of the Fund as at December 31, 1972 and the ~ 


results of its operations for the year then ended, in accordance 
with generally accepted accounting principles applied on a basis 
consistent with that of the preceding year. 


McDONALD, CURRIE & CO., 
Chartered Accountants 


Toronto, Canada, March 2, 1973 
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Actuarial Certificate 
Ontario Municipal Employees Retirement Fund 


Pursuant to Section 6 of The Ontario Municipal Employees Re- 
tirement System Act we have made an actuarial valuation of the 
assets and liabilities of the Fund as of December 31, 1971. 

We are pleased to report that in our opinion, 


(a) the assets of the Fund at December 31, 1971 held for 
the payment of benefits in respect of the contributory 
earnings of the members before December 31, 1971 are 
sufficient to provide for the payment of such benefits, 
and 

(b) contributions by employers in the year 1972 calculated 
in accordance with the rates fixed by the Board under 
Section 10 (1)(a) of the Regulation made under the Act, 
together with the contributions required to be made by 
the members in the year under Section 9 of the Regula- 
tion, are sufficient to provide for payment of the bene- 
fits under the Regulation in respect of the contributory 
earnings of the members in the year 1972. 


Respectfully submitted, 


THE WYATT COMPANY, 


R.A. Field, F.S.A., 
Fellow, Canadian Institute of Actuaries. 


Toronto, Canada, February 28, 1973 
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Pension Benefits of OMERS 


Basic 


A normal retirement pension based on earnings while a member 
of the System. 


A total and permanent disability retirement pension after 10 
years of municipal service. 


A pension to a widow, a widower, or a child of a member. 


A deferred pension, payable at normal retirement age, if a mem- 
ber ceases to be employed before his normal retirement date. 


An early retirement pension, commencing within the 10 year 
period before normal retirement age. 


An optional pension to provide a level retirement income when 
combined with the Canada Pension Plan or Old Age Security 
pensions. 


A refund of the contributions of a member, plus interest, if the | 
member terminates his employment, subject to age and service - 
limitations. 


Other 


Prior service pensions which are related to service before an em- 
ployer participated in OMERS. 


addition to the above basic pension benefits. 


A booklet on either the basic pension benefits or on supple- 
mentary pension benefits is available from any OMERS em- 
ployer in both French and English. 


J 

i 
Supplementary pension benefits which are pension benefits in 
24 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


as at December 31, 1973 


CHAIRMAN 


John M. McLeish 

Director of Housing & 
Area Rehabilitation 
Middlesex-London District 
Health Unit 

Lendon, Ontario. 


MEMBERS 


Ronald F. Bevan 

Staff Inspector of 
Administration 

Niagara Regional Police Force 
St. Catharines, Ontario 


Carl E. Brannan 
Deputy Solicitor General 
Ministry of the Solicitor General 


Hugh L. Harris 

General Manager 

Sault Ste. Marie Public 
Utilities Commission 
Sault Ste. Marie, Ontario. 


Paul Hickey 

Senior Policy Advisor, Finance 
Ministry of Treasury, Economics 
& Intergovernmental Affairs 


Notes: 


VICE CHAIRMAN 


Lloyd D. Groombridge 
City Manager & Treasurer 
Chatham, Ontario 


Edward Hothersall 
Secretary-Treasurer 
Ontario Professional 

Fire Fighters Association 


Edward C. Lumley 
Mayor 
Cornwall, Ontario 


Allan W. Reeve 

Director 

Municipal Finance Branch 
Ministry of Treasury, Economics 
& Intergovernmental Affairs 


G. Douglas Spry 

Director 

School Business & Finance Branch | 
Ministry of Education 


is Anne H. Jones, Controller, Hamilton, resigned August 15, 1973. 


De R. Michael Warren, Deputy Solicitor General, Ministry of 
the Solicitor General, resigned December 20, 1973. 
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Director of Member-Employer 
Relations 


Vacant 
Director of Research & 
Development 


(ii) 


The Wyatt Company 
Actuaries © 


Coopers & Lybrand 
Auditors 


Paul Hickey, F.C.A. 
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HIGHLIGHTS OF THE YEAR 1973 


Ontario Municipal Employees Retirement Fund 


(ida) 


i 


19731) 1972)? Increase 
Contributions $ 84,676 = 702025 20.9 
Interest earned 40,1716” 23,004 74.6 
Rate of interest earned 73742 7.722% 3 
Pensions paid 4,612 37195 44.4 
Administrative expenditures 606 542 11.8 
Investments | 503,000 377,900 33.1 
Members* (active and inactive) 865575 795365 901 
Pensioners* 6,908 5,663 C20 
Employers* 918 895 26 
Administered Pension Funds 
19736) 1972 (1) ohare 

Contributions $ 11,801 $ 10,184 15.9 
Interest credited 3,262 62? 1,918 Orel 
Rate of interest credited ye | Te ees et 
Pensions paid 88 70 DENT | 
Administrative expenditures 123 108 13.9 
Deposits with the Board 44,839 46 520 LOS 
Members* LO 945 9,103 M3 
Pensioners* 115 89 29.2 

SOEs Vere Ee ee ee es ie Ee ee ee ee ee 
ils In thousands of dollars, except where noted by an asterisk. 
ois Including special adjustments. 
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GROWTH OF OMERS 1964 - 1973 
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ONTARIO MUNICIPAL EMPLOYEES 
M RETIREMENT BOARD | 
2 CARLTON STREET. TORONTO, ONTARIO MSB 1N4 


Telephone 366-7923 (Area Code 416) 


To The Honourable John White 
Treasurer of Ontario and 


Minister of Economics and 
Intergovernmental Affairs 


TWELFTH ANNUAL REPORT 
L973 


Dear Mr. Minister: 


On behalf of the members of the Board, I am pleased to 
present to you the Twelfth Annual Report of the Ontario Municipal 


Employees Retirement Board for the year ended December 31, 1973. 


INTRODUCTION 


The Ontario Municipal Employees Retirement System was 
established in 1962 by The Ontario Municipal Employees Retirement 
System Act 1961-62. This, the Twelfth Annual Report represents the 
end of eleven years of continuous operation. Although actual 
participation in the System did not commence until January 1963, the 
First Annual Report for 1962 did outline those measures that had been 


taken in the establishment of OMERS. 
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The Ontario Municipal Employees Retirement Board is 
responsible for the management and administration of the System 
which provides pension benefits for the employees and councillors 
of many municipalities in Ontario, and for the eupteyeds of numerous 
local boards throughout Ontario. In addition, the Board is responsible 
for the administration of the pension funds of a number of Greeters 
post-secondary educational institutions, namely, the twenty-two Colleges 
of Applied Arts and Technology, the Ryerson Polytechnical Institute and 
the Elliot Lake Centre for Continuing Education. 

OMERS provides a basic pension benefit in respect of the 
contributory earnings of each member after his enrolment in the System. 
Basic pension benefits are calculated at a uniform rate for all members 
and contributions are made on a dollar for dollar basis by the members 
and their employers. 


Among the benefits provided under the basic plan are: 


| A monthly pension for life when the member reaches 


his normal retirement age; 


tae Optional early retirement; 

3 A disability pension; 

4, A widow's pension; 

De A dependant widower's pension; 

6. A deferred pension or a refund of contributions on 


termination of employment. 
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In addition, optional supplementary benefits may be provided 
by agreement between an employer and the Board. These agreements are 
designed to permit an employer to improve the amount of pension otherwise 


payable to his employees. Supplementary Agreements may include: 


1. A final average earnings pension 
based on a member's actual earnings 
during the sixty consecutive months 
when his earnings were highest; 

vas An increased pension for past service up 
to a specified date; 

an An unreduced pension payable on early 


‘retirement. 


The cost of providing the benefit requested under a Supplementary 
Agreement depends on the amount of benefit required to be provided under 
the Agreement and the responsibility for the payment of the cost rests 


with the employer and members who are parties to the Agreement. 


i THE MAJOR ISSUES AND PROBLEMS CONSIDERED BY THE BOARD 
A. INVESTMENT POLICY 
The most significant issue considered by the Board in 1973 was 
OMERS' investment policy. Under review was not only OMERS' general 


investment policy, but also the $154,000,000 5% and 6%% debentures 


. 
mq ‘anrez@ yn 
eo ; 
a - — Sor —. 
© *oriigun cu froawasd 3pm aa * 
a 7 7 - 


—— 2 
hares - 
Igew a sheteq or Bangtest 
7 a 


.% Th 
sereolane etd of ald LA & 


wie Se seen 2alt - 
te? 


'y a0 abteqeb Sotesorgh, ~ 


wi? Snap 72h STZA Le 


syem Gna eevoligeu silf oo 


SHURE HOLA UT. « 
A ORLA ee | 
You Tees . 
’ _~ 
mokteaghe some of! - 
: ss 


issued by Ontario to the Board during the years 1963 to 1969 
inclusive, which were to be exchanged on December 31%" 1973 for an 
equal amount of debentures at the Same rates of interest due and 
Payable in the year 2013. 

With regard to OMERS' general investment policy, the Board 
submitted a Report, dated August 9, 1973, to the Minister re-affirming 
the position it took in 1970 that The Ontario Municipal Employees 
Retirement System Act be amended to permit OMERS to invest its funds 
in securities available to other pension funds in Ontario as authorized 
by The Pension Benefits Act.,4 (Ontario). 

The Board held three meetings with the Minister to discuss 
OMERS' general investment policy, the exchange of the $154,000,000 
5% and 645% debentures issued by Ontario to the Board during the years 
L963 to 1969 inclusive, and the formation of a Study Group to study 
OMERS' general investment policy. 

The result of these meetings was that it was agreed by the 
Minister and the Board that a Study Group be appointed by the Minister 
to review and make recommendations on OMERS' general investment policy. 
The Study Group was to consist of two senior officials of the Ministry 
of Treasury, Economics and Intergovernmental Affairs appointed by the 
Minister, two members of the Board of OMERS and a Chairman to be 
appointed by the Minister. 

It was agreed that the cost of the Study Group be borne by the 


Board of OMERS. 
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The Minister subsequently appointed Paul Hickey, Esq., Chairman 
of the Study Group and Messrs. D.S. McColl and A. W. Reeve as the 
Ministry's representatives. The Board appointed Messrs. E.C. Lumley 
and E. Hothersall as its representatives. 

A further result of these meetings was that the Minister 
informed the Board of his decision regarding the $154,000,000 5% and 
6% debentures issued by Ontario to the Board of OMERS during the 
years 1963 to 1969 inclusive. It was decided to exchange these 
debentures for equal amounts of debentures with interest rates the 
same as the weighted average yield of Ontario debentures issued or 
guaranteed by the Province in the years in which the debentures were 
issued, plus 1/8th of 1%, ranging from 5.49% to 8.19% for terms of 


30 years from the original dates of issue. 


B. BENEFIT STRUCTURE 

Two significant reports were submitted to the Board by the 
Actuary on the benefit structure of OMERS. Both reports were sent 
to the Minister along with the Board's recommendations on OMERS' 
investment policy. 

The first report, entitled "Report on Benefit Improvements 
from an Increased Yield on the 5% and 6%% Debentures Issued Before 
1970" dated July 13, 1973, dealt with the possible improvements in 
basic pension benefits that could be made if the interest rates on 


the $154,000,000 5% and 64% Ontario debentures could be improved. 
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The second report, entitled "Report on the Feasibility of 
Providing Basic Pensions on Final Average Earnings under the Ontario 
Municipal Employees Retirement System" dated October 16, 1973, was 
concerned with all aspects of the implications of a final average 
earnings plan for OMERS. 

Both of these reports were submitted to the Minister for his 
information. No recommendations were made at that time by the Board 


to the Minister. 


C. ADMINISTRATION AND OTHER MATTERS 


To cope with the ever increasing growth of OMERS, the Board 
appointed a number of Committees from among its members to look into 
a variety of matters of concern to it. 
ihe A Committee was established to study the duties and 
responsibilities of the Research and Development Section. 
The Committee's Report was submitted to the Board and 
adopted. 
oe A Committee was appointed to investigate the duties and 
responsibilities of the Chairman and the Vice-Chairman. 
The Board ea bead tute Committee's Report. 
as A Committee was established to examine the format of the 
Executive Director's Report to the Board. 
4, A Committee was set up to plan a Seminar on OMERS. The 


report of this Committee is expected in 1974. 


ait? fn 2g auated 
eetnrInh sguhbiek nat Et a pa ‘ 


— 7 ion 


" s2eue dosnerbaat ise 
ee 
red af to #9994 
eee 38 sees . 
us erey sSioge bania-de - ys 
| a oer 


* oni ae of innhs 


ED OA MOT TARTS SUINGE : be 

) seve add detw agha oT - 

> So vodmugy a: Basing 

> h ors 3tad % yet 

pow oeztiomod Ax al aie 
tLidleangnes 

‘xo¢shewod off . 

-bosqnba 

mr 9393 }auod A 2 

shit@ienasqesy | 

hetqota bast ett 

sev ona3iom) A ye c 

“seamen veajaent _ 

ana @nael vd. an 


at} > 


5. A Committee was appointed to report on the feasibility 
of holding meetings with representatives of the major 
employer and employee associations and unions 


' representing members of OMERS. 


During the year the Minister initiated discussions with the 
Board with regard to its composition. As at December 31, 1973 no 
decision had yet been taken as to the different composition for the 


Board of OMERS. 


| THE ACT AND REGULATIONS 
Ay THE VACT 

As a result of discussions between the Minister and the Board, 
as well as suggestions contained in briefs and letters received from 
a number of employer and employee associations in Ontario, The Ontario 
Municipal Employees Retirement System Act was amended to improve the 
rates of interest on the $154,000,000 5% and 64% Ontario debentures 
issued to the Board during the years 1963 to 1969 inclusive. 

Upon the recommendation of the Board, the Act was further 
amended to provide that the Province of Ontario is a participating 
employer for members of OMERS who became employed by the Province of 
Ontario and who are not eligible to join the Public Service 


Superannuation Fund (Ontario) or the Teachers' Superannuation Plan. 
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‘These members will continue to contribute to OMERS while employed 
by the Province of Ontario, and the province will pay the employers 


share on behalf of these members. 


B. THE REGULATIONS 


The Board made several recommendations to the Minister during 
the year concerning the contribution and benefit structure of OMERS, 
and the following. changes were made to the Regulations: 

(a) The method of calculating the special 
rate payable by an employer under 
section 10 was revised. 

(b) An improvement in the basic pension of 
5% at December 31, 1972, was made, similar 
to the 5% pension improvement at December 
31, 1971 and the 10% pension improvement 
at December 31, 1970. This applied to all 
active members, members who have elected a 
deferred pension and pensioners. 

(c) The commencement date of the total and 
permanent disability pension was changed 
to the first of the month following the 


member's termination of service. 
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(d) The restriction on entitlement to a 
widow's or dependant widower's pension where 
the member and spouse were married on or 
after the member's 60th birthday was removed. 

(e) An employer who had elected to participate 
in the System was permitted to improve the 
pension payable to a retired employee, 
widower, widow or child, as the case may be, 
the cost of the improved pension being 
determined by the Board on the advice of the 
Board's Actuary. 

(f) Transfers of pension credits to and from the 
fund to and from other government funds in 
other provinces of Canada were permitted. 

(g) The Board of OMERS was permitted to enter 
into reciprocal agreements for the transfer 
of pension credits with the Boards of 
Governors of Colleges of Applied Arts and 
Technology, the Boards of Governors of 
Ryerson Polytechnical Institute and the 


Elliot Lake Centre for Continuing Education. 


EL FINANCE 
A. FINANCE - OMERS 
Schedule 1 presents a ten year review of financial and other 


data for the System-for the years 1964 - 1973 inclusive. 
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The audited financial statements for the year Lo7S are 


included in this Report. Highlights of these statements are set out 


below. 


(a) 


(b) 


The investments were increased by $125,100,000 
bringing the total investment portfolio to 
$503,000,000. In 1973 the investment was in 
Province of Ontario debentures bearing an 

interest rate of 8.15%, for a term of twenty years 
agreed to by the Board, and the Treasurer of Ontario. 
The $503,000,000 includes deposits held in trust 

for the Administered Plans totalling $44,839,315. 

Of particular interest in this area was the 
decision of the Ontario Legislature to amend the 
interest rates on those debentures issued prior 

to 1970. The new rates are calculated on the 

same basis that applied to current investments and 
in each case are higher than the original rates. 

A special interest payment of $9,045,170, being 

an adjustment of interest paid in respect of the 
aforementioned debentures, was received from the 
Province in 1973, retroactive to the dates of issue. 
The contribution income for 1973 as compared with 


1972 was as follows: 
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Increase 

ghee 1973" (Decrease) 
Basic $ 62,765,698 $ 7256445722 Lo 
Prior Service 382,957 322,597 (15568) 
Supplementary 6,876,254 WEOLIZI 08592 1023 
$ 70,024,909 $ 84,675,911 2039 


The 70.3% increase in supplementary contributions 
reflects the continued growth in this area. A 
total of 56 new agreements were finalized for the 
year 1973. Further details concerning the 
agreements are contained in the section Ors CLs 
Report dealing with Member-Employer Relations. 
Pension payments in 1973 were $4,611,866 as 
compared with $3,194,660 in 1072, en imerease 

of 44.4%. This reflects the effects of the 
increased number of pensioners, the 5% increase 
in the basic pension approved by the Board in 
1973 for pension earned up to December 31, 1972, 
and the higher level of pensions earned under 


Supplementary Agreements. 


In 1973 refunds of member contributions with 
interest rose to $5,120,483 from $3,840,059 in 
19J2.,c8-85<24 increase. The chief reason for 


this increase was the increased number of refunds 


“paid. that 154-6,49001n 1973 as compared with 


55S63einm 1972. 
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Gross administrative expenses amounted 

to $606,027, an increase from $541,689 

in 1972. The major portion of the increase 
can be attributed to the increased number 
of employees in 1973, and general salary 
revisions. 

Cash recoveries from the Administered 

Plans amounted to $117,936 as compared to 


$101,075 recovered in 1972. 


B. FINANCE — ADMINISTERED PLANS 


Schedule 2 attached to this Report includes a nine year 


review of financial and other data for the Administered Funds for 


the years 1965 - 1973 inclusive. 


Highlights of the Review are set out below. 


(a) 


(b) 


There was an increase in total deposits with 

the Board of OMERS from $31,519,615 in 1972 

to $44 °5839,315 in 1973. 

Im. o7o2 interest credited to the Administered 
Funds increased by $1,343,394 which included an 
amount of $357,597 because of the amended rates 
of interest provided by the Province of Ontario 
on the debentures issued prior to 1970 for OMERS 


investments. 
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(c) Contribution income rose from $10,184,000 
in 1972 to $11,801,000 in 1973, 

(da) Administrative expenses amounted to $122,666 
fox the year 1973 including actuarial fees 
pai¢c directly by the Ryerson and C.A.A.T. 
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IV MEMBER-EMPLOYER BELATIONS 
A. EMPLOYERS 

To meet the challenge of a rapidly growing membership, a 
Member-Employer Relations section was established in 1973. 

The number of employers (municipalities and local boards) 
participating in OMERS increased from 895 as of December 31, 1972 
to 918 as of December 31, 1973, The number of municipalities 
participating in OMERS as of December 31, 1973 was 431; School 


boards and other local boards made up the balance, 


B. MEMBERS 
As of December 31, 1973 there were 93,566 active members, 
inactive members and pensioners as compared to 85,113 as of December 
A ae So ape 
The number of pensioners as of December 31, 1973 total 6,908, 
and the total amount of pensions paid from the Fund for the year 1973 
was $4,611,866. As a result of the increase in the number of 
supplementary agreements forecast for 1974, the annual pension being 
paid to the average pensioner covered under a Supplementary Agreement, 


should increase. 
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C. SUPPLEMENTARY AGREEMENTS 


Requests for supplementary pension benefits continued during 
1973 with the result that a total of 143 Supplementary Agreements had 
been entered into as of December 31, 1973, compared with 87 
Supplementary Agreements as of December 31, 1972. These agreements 
involved numerous costings, as well as revised costings after the 
5% adjustment was made in the basic plan benefit earned to December 
2 WA hey ba 

The 143 Supplementary Agreements include the various types of 


plans offered by OMERS. These may be broken down as Eolione’ 


Type 1 Plans (Final Average Earnings Pension) WZ 
Type 2 Plans (Increased Pension for Past Service) 49 
Type. 3 Plans (Unreduced Early Retirement Pensions) 1 
Type 1 & 3 Plans 7 
Type 2 & 3 Plans vi 


D. COMMUNICATIONS 
During the year, numerous meetings with employee and employer 
groups have been held throughout ie Province. Discussions at these 
meetings centred on the basic plan coverage, but the members were 


interested in the various types of supplementary benefits available, 


1 
Some Agreements include more than one Plan. 
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requesting specific examples of the amount of benefit to be provided 
and the method of calculating the annual pension under Supplementary 
Agreements. In addition, discussions were held by telephone with 
both employee representatives and with employers. 

A considerable volume of work was reaeee as a result, 
including requests for supplementary costings, assisting employers 
in preparing the correct data for the costings, ensuring that the 
final costings results met the requirements of the members, giving 
advice on the amount of supplementary benefit produced, and 
information on the methods used to determine the costs, and finalizing 
the Supplementary Agreement. 

OMERS participated in workshops organized by member groups in 
various parts of the Province. This allowed us to meet with a larger 
number of employee-employer groups than would otherwise have been 


possible. 


E. THE ADMINISTERED PLANS 
The Administered Plans had an increase in their membership 


from 9,105 to 11,103 in 1973 which includes active members, inactive 


members and pensioners. 


V. RESEARCH AND DEVELOPMENT 

While this section operated without a Director during the year, 
the Research Officer employed in this section acted as Secretary to 
the Board and performed other functions such as assisting in writing 


reports for the Board, preparing and consolidating The OMERS Act and 
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Regulations, and handling some correspondence. As indicated 
earlier in this Report, the Board appointed a Director for this 
section at the end of the year and engaged a new Research and 
Development Officer to replace the Research and Development Officer 


who had resigned. 


VI ADMINISTERED PLANS 
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Under the Agreements entered into with the Governing Bodies 
of Ryerson Polytechnical Institute, the Colleges of Applied Arts and 
Technology, and the Elliot Lake Centre for Continuing Education, 
OMERS continued to administer their pension plans. 

Effective September 1, E973, responsibility for diploma 
nursing education was transferred from the hospital and regional 
schools of amet to the Colleges of Applied Arts and Technology, 
and to the Ryerson Polytechnical Institute. As a result, agreements 
are being prepared for the transfer of pension credits on a Pecrorceat 
basis between the pension plans for the Reentcais and the two 
administered plans involved. 

OMERS continued to receive an administrative fee of 1% of 
contribution income from each of the administered plans. Any 
actuarial gains or losses under the agreements will accrue to the 


administered plans and not to OMERS. 
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VII EXTERNAL LIAISON 

The Executive Director attended a conference of representatives 
of all Provincial governments to discuss reciprocal agreement provisions 
in the various Provincial Public Service Superannuation Plans. This 
conference was held in Banff in May of 1973. Both the Chairman and the 
Executive Director attended the Annual Conference of Municipal Finance 
Officers Association of the United States and Canada in Kansas City in 
June, 1973, and the Executive Director travelled to Puerto Rico in 
October, 1973 to attend a meeting of the Committee on Public Employee 
Retirement Administration. 

In August, several senior officers visited the Illinois 
Municipal Retirement System in Chicago to compare respective administrative 


procedures and to exchange ideas and information. 


euRs ADVISORS TO THE BOARD 


As in previous years, the Board's Actuary, J.E. Davidson, Esq., 
has made an outstanding contribution to both the work of the Board and 
the System. The Board's Auditors, Coopers & Lybrand and the Board's 
Medical Advisor, Dr. ‘R. G\ MacKenzie, both rendered their usual 
excellent standard of service in 1973. 

Our financial advisor, Paul Hickey, Esq., is to be commended 
for his valuable contributions to the System and to the work of the 


Board through his studies and reports relating to financial matters. 
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In view of the limited time that could be devoted to OMERS 
by the legal staff of the Ministry of Treasury, Economics and 
Intergovernmental Affairs, the legal services rendered to the Board 
in 1973 could not be adequate. This was recognized by the Board, 
and following discussions with the Minister, it was suggested that 
the Board might retain a legal advisor. We expect that a solution 
to the problem of securing legal advice has been found by the 
appointment of a Director of peneaech and Development for 1974 who 


is also a solicitor. 


IX CONCLUSION 


The Board wishes to record its appreciation to two members of 
its Board who resigned in 1973. Mrs. Anne Jones, Chairman of the 
Board in 1971 and 1972 was appointed Chairman of the new Regional 
Municipality of Hamilton-Wentworth in August of 1973. While we 
deeply regret that this necessitated her giving up her duties as a 
member of the Board of OMERS, we realize that our loss was the 
regional municipality's gain. Mrs. Jones has been a member of the 
Board since 1968. As of December 31, 1973 her replacement on the 
Board had not as yet been appointed. With regret the Board also 
accepted the resignation of R.M. Warren, Esq., Deputy Solicitor General, 
as he then nee Mr. Warren was succeeded on the Board by Carl E. Brannan, 


Esq., Deputy Solicitor General. 
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The Board again wishes to convey its thanks to its Executive 
Director, the Directors and to all members of its staff. Their 
loyalty and devotion to their tasks is both gratifying and very much 
appreciated. 

To you Mr. Minister, and to the officers of your Department, 
we express our thanks for the past support and assistance that have 
been furnished to us. We look forward to a year of further progress 
and co-operation. 


All of which is respectfully submitted. 
See Mt 


. M. McLeish 


Chairman of the Board 
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FINANCIAL STATEMENTS 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 


Balance Sheet 


as at December 31, 1973 


Assets 
Investments, at cost (note 1) 
Contributions receivable 


Accounts receivable 
Cash 


Reserves and Liabilities 
Reserves for: 
basic benefits 


prior service benefits (note 2) 
supplementary benefits (note 2) 


Deposits from administered pension 
funds (note 3) 


Accounts payable and accruals 


Pension benefits payable 


Signed on behalf of the Board, 


EWA: 


$ 503,000,000 
7,054,270 
120,417 
63,696 


$ 510,238,383 


$ 432,891,462 
TTI S17 


25,299 ,930 


$ 465,368,909 


44,839,315 
24,195 


5,964 


$ 510,238,383 


$ 377,900,000 
7,580,699 
110,315 
183,978 


$ 385,774,992 


$ 331,753,953 
6,922,373 
15,521,467 


$ 354,197,793 
31,519,615 


50, 388 


7,196 


$ 385,774,992 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Statement of Administrative Expenditures 


for the year ended December 31, 1973 


1973 
Personal services including employee benefits 
Salaries Sea or 4 
Pensions and other employee benefits 32,048 
344,622 
Transportation and Communication 
Travel expenses Sy 10,734 
Telephone 12,448 
Postage and express 15,623 
39,005 
Purchases of services 
Actuarial services S$ 44,896 
Audit, medical and other professional services 16,919 
Recruitment and training of employees 2,934 
Rental of offices 53,500 
Rental of equipment, including data processing 36,994 
Other purchases of services 3,659 
Board's services 13,487 
172,189 
Materials and Supplies 
Furniture and equipment purchased } > eeu kets 
Supplies and stationery 35,433 
Publications for members and employers 11,496 
Alterations to offices 494 


50,211 


Total Expenditures $ 606,027 


1972 


$ 231,684 


sin) 265057 


154,374 


$ 27,850 
35,700 
19,540 
23 810 

106,901 


S$ 541,689 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
NOTES TO THE FINANCIAL STATEMENTS 


for the year ended December 31, 1973 


1. INVESTMENTS 


The following is a description of the investments: 


Province of Ontario debentures 


Rate Date 

of of 

Interest Maturity Amounts 

5.49% December 31, 1993 $ 4,400,000 
5.56 December 31, 1994 10,700,000 
5.54 December 31, 1995 14,100,000 
6.00 December 31, 1996 20,100,000 
6.30 December 31, 1997 24,900,000 
Tuoi December 31, 1998 33,100,000 
8.19 December 31, 1999 46,700,000 
9.10 December 31, 2000 57,600,000 
be December 31, 2001 75,000,000 
8.02 December 31, 2002 91,300,000 
B.15 December 31, 1993 125,100,000 


$ 503,000,000 


2. PRIOR SERVICE AND SUPPLEMENTARY BENEFITS RESERVES 


Under the terms of The Ontario Municipal Employees Retirement System 


Act, an employer who participates in OMERS may enter into an agreement with 
the Board for the provision of prior service benefits and/or of supplementary 
benefits. Each employer is responsible, individually, for the cost of 
funding such benefits. 


3. ADMINISTERED PENSION FUNDS 


The administered pension funds (which are administered on behalf of the 
Colleges of Applied Arts and Technology, the Ryerson Polytechnical Institute 
and the Elliot Lake Centre for Continuing Education) are credited, in 
accordance with the terms of the Act, with amounts which are equal to the 
interest received by the Fund from the investment of the monies deposited 
in the Fund by the administered pension funds. 
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e264. (CONTINUED ) 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
NOTES TO THE FINANCIAL STATEMENTS 


for the year ended December 31, 1973 


INTEREST EARNED 


Interest earned includes a special payment of $9,045,170 which 
represents an adjustment of the interest paid in previous years to the 
Fund on: Province of Ontario debentures. The payment was authorized by 
The Ontario Municipal Employees Retirement System Amendment Act, 1973. 


Of this amount, $357,597 has been credited to the administered pension 
funds. 


COMPARATIVE FIGURES 


Certain of the 1972 figures have been reclassified to conform with 
the presentation adopted in 1973. 
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AUDITORS' REPORT 
GO He 
ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


We have examined the balance sheet of the Ontario Municipal 
Employees Retirement Fund as at December 31, 1973 and the statements 
of the reserves and administrative expenditures for the year then 
ended. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting 
evidence as we considered necessary in the circumstances. 


In our opinion these financial statements present fairly the 
financial position of the Fund as at December 31, 1973 and the results 
of its operations for the year then ended, in accordance with generally 
accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


COOPERS & LYBRAND 
CHARTERED ACCOUNTANTS 


March 5, 1974 


ACTUARTAL CERTIFICATE 
ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 


We have made an actuarial study and valuation of the assets and 
liabilities of the Ontario Municipal Employees Retirement Fund as at 
December 31, 1972. 


In our opinion the assets of the Fund as at December 31, 1972 held 
for payment of the benefits in respect of the contributory earnings of the 
members before December 31, 1972 are sufficient to provide for payment of 
such benefits; and the contributions payable in the year 1973 by the members 
under Section 9 of Ontario Regulation 638 R.R.O. 1970 as amended, and by the 
employers in accordance with the rates fixed by the Board under Section 10 1(a) 
of the Regulation, will be sufficient to provide for payment of the benefits 
in respect of the contributory earnings of the members in the year 1973 and 
of the expenses in the year 1973. 


Respectfully submitted, 


THE WYATT COMPANY, 


Rc Alvi field... S.A«,; 
Fellow, Canadian Institute of Actuaries. 


March 5, 1974 
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2 CARLTON STREET, TORONTO, ONTARIO M5B 1Jd4 


Rte Telephone 366-7923 (Area Code 416) 


The Honourable W. Darcy McKeough 
Treasurer of Ontario and 
Minister of Economics and .- 
Intergovernmental Affairs 
Queen's Park, Ontario 


Dear Mr. McKeough: 


On behalf of the members of the Board, I am pleased to present 
the Thirteenth Annual Report of the Ontario Municipal Employees Re- 
tirement Board for the year ended December 31, 1974. 


1974 was an extremely active and interesting year for the men- 
bers of the Board. The decision to allow for the investment of avail- 
able funds in marketable securities, the examination and recommendation 
for various changes to the benefit structure, continued study of the 
possibility of adopting a "final average earnings" formula and the day 
to day management of the System provided a challenge to the Board mem-_ 
bers and an opportunity to serve the members and employers. 


To you Mr. McKeough, your predecessor the Honourabie John White, 
and the the officers of your Ministry, we express our appreciation of 


the support and assistance accorded us and we look forward to a year 
of further progress and co-operation. 


All of which is respectfully submitted. 


Yours truly, 


Sere oe 


Lloyd D. Groombridge 
Chairman 


vp At Se 


Ae, oad ‘ 


TABLE OF CONTENTS 


PAGE 

Peteeteibemiusion yee, Geer ey.) peu oe ivan ot (i) 
Vaple ot Contents): 51. 2. Wm Tee er ee ee (ii) 
Members of the Board 

RORTIGORS ATI CAGVISOTS oh... lcs dion pAMR Sales ee ee ae ee (iii) 
DGshOaUc TON mime Mee et ero Che oe Wy ee ae ae ek I 
Boner ser rogrant ge ayia cei ur kee I 
Pee oe a Ae Pe eg tos Pe ea ate, & 2 
RINPHCERANGwALMINISEFATION. ..0%,c05,0s::c1.v bon baboat hake Podeccismen Ghlasvuiesnos. 3 
Ce IAI ToL tee 1 ECP a ed Ag a AO REI en 4 
TheiBoard and ltsAdvisors 4.0.6. nee IR ce eee WS a 5, 5 
CSTV ICID, Oo SO Ae Sac OO | Sy ena ea 6 
Financial Statements 
ae ey ESUIERS A Toy 1A RSiAL © OA. SIA eG.) s(n cr Pe fr Oe | 
DTatAMeniBon THeLRESrVOS ....)5 MUL. cede. -udncuasl Mores ete ceeteenctabalen be 8 
Statement of Administrative. Expenditures. .......././.2. i.e metre hee 9 
Notes to the Financial Statements ..... we oe Le! ike EL) 1. en 10 
TRUST CY SME ONO EM 22 hes VER ac hee OEMS cat asa an oe Mee i 
et AGGA! CSrICAT@ pee. ee oy rent. sale Mian OEE tei AeA. DLA A 12 
Ten Year Summary 

— OMERS 13 

— Administered Plans ........... 14 


(ii) 


z =. 
- vd iy re 7 es 
Y F 7 A 
Aas 
Sy £4 
F s - 5 : ‘eo! ra a a - FJ a id Pi 
rneelt 03! to. tamstme 
a4 = A . Cis 
ie Non ge hiae 
ia fers ah ar va 
3 i : (ene > 
5 ee at We oa @ , Ay oe 
5 he Vetseaint), ae 
: “Pie oie 5 on 
; Z yay c 
L he 3 : 
ehoaihesd- tenn 
ai 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 
as at December 31, 1974 


BOARD MEMBERS 


Mr. J. M. McLeish, Chairman Mr. L. D. Groombridge, Vice-Chairman 

Middlesex-London District Health Unit City of Chatham 

Mr. R, F. Bevan Mr. E. Hothersall ” 

Niagara Regional Police Force Ontario Professional Fire Fighters’ Associ 
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Mr. H. L. Harris 
Sault Ste. Marie Mr. G. D. Spry 
Public Utilities Commission Ministry of Education 


Mr. E. C. Hill 


Trustee, Huron County Board of Education 


OFFICERS AND ADVISORS OF THE BOARD 


Mr. A. W. Reeve Executive Director 

Mr. D. W. Barron Director, Policy Pianning 

Mr. G, A. Tyson Director, Pension Administration 
The Wyatt Company Actuaries 

Coopers & Lybrand Auditors 


Mr. Purdy Crawford, Q.C. 
Osler, Hoskin and Harcourt Solicitor 


Mr. Paul Hickey, F.C.A. Financial Advisor 


Dr, R. G. MacKenzie Medical Advisor 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


ANNUAL REPORT - 1974 


INTRODUCTION 


The growth of OMERS through thirteen years 
of pension improvements has been remarkable and 
many significant developments and changes have 
taken place in the pension program. It has also 
been a period of change for the structure and 
responsibilities of local governments. Economic 
cycles and social awareness have resulted in an 
increasingly critical examination of pension plans 
generally and certain benefit provisions in parti- 
cular. 


This also has been a period of time when mem- 
bership has grown from 10.000 in 1963 to 90,000 
in 1974; the number of pensioners from 19 to 8,500 
and the assets of the Fund from $15 million to $641 


million. 


A few of the key highlights in the growth and 
development of OMERS reflecting the changes 
have been: 


1962 ® Act establishing the Ontario Municipal 
Employees Retirement Board was given 
Royal Assent on Apri! 18th. 


1963 ® First members of the System were enrolled 
on January Ist, and the first contributions 
were received one month later. 


1965 © Adjustments required by the introduction 
of The Pension Benefits Act. 


1966 ® Integration of contributions and benefits 
with the Canada Pension Plan. 


1967 ® Introduction of supplementary benefits. 


1968 *® Appointment of the eleven member Board 
to manage and administer the System. 


10% improvement in the benefit formula 
from 2% to 2.2% of the earnings of a 
member. 


1970 ® Change in method of determining rate of 
interest on special debentures purchased 
from the Province. 


1971 * 10% improvement to all basic pensions 
earned or under payment on December 31, 
1970. 


1972 ® 5% improvement to all basic pensions 
earned or under payment on December 31, 
1971. 


1973 2 5% improvement to all basic pensions 
earned or under payment on December 31, 


i972. 


Reinvestment with the Province of funds 
from debentures purchased in the years 
1963 to 1969 at improved rates of interest. 


BENEFIT PROGRAM 


The OMERS pension program has developed into 
two main elements—the basic benefits and supple- 
mentary benefits, 


The basic benefits are those benefits established 
in 1963 that are provided uniformly to each rem- 
ber and the contribution rates are also uniformly 
applicable to members and participating local 
government employers. The basic benefits have 
been improved on several occasions since 1953, At 
the present time the pension formula provides a 
pension of 2.2% of career earnings while a mem- 
ber of the System, integrated with the Canada 
Pension Plan. The original contribution rates have 
not been changed and all financing gains nave 
been passed on in the form of 27% compounded 
improved benefits. 


The basic career average benefit structure pro- 
vides for an annual pension to commence at the 
member's normal retirement age. The member may 
choose an optional early retirement pension within 
ten years of normal retirement but this pension is 
reduced to recognize the earlier commencement of 
the pension. A member who is totally and perma- 
nently disabled is provided the annual pension 
earned up to the point in time of retirement due to 
the disability. The basic plan also provides a mem- 
ber with two options on termination of service 


> 


other than for death or normal retirement. Contri- 
butions made by the member may. be withdrawn 
with interest compounded at 3% (subject to cer- 
tain “locking in" provisions of The Pensions Benefits 
Act}. The member may also leave the contributions 
in the System to provide a pension at the member's 


normal retirement age. 


On the death of a male member the widow 
receives one-half of the pension being paid to the 
member or earned by the member to the date of 
death plus additional amounts for any children. On 
the death of a female member, the widower, if he 
is disabled and dependent on the member, receives 


one-half of the pension of the member. 


The multi-employer concept of OMERS also 
allows a member to transfer employment within the 
System's family of local government employers 
without interrupting the accumulation of pension. 
This important facet, together with transfer ar- 
rangements with other public service pension plans, 
expansion of which is under review continuously, 
allows employee mobility and development and 
broadens employer recruitment capabilities (as far 
as pensions are concerned). 


The other element of OMERS that has received 
considerable attention in the last. six years is 
supplementary benefits. The main features of 
supplementary benefits, which distinguish them 
from the basic plan, are as follows: 


® supplementary benefits are additional amounts 
of pension which can be combined with the 
basic pension to provide 


° a pension for periods of service before en- 


rollment in OMERS (past service) 


® an overall higher level of pension than the 
basic benefits 


® an unreduced early retirement pension 


® supplementary benefits are provided by an 
individual agreement with an employer for its 
employees 


? supplementary benefits may be provided to all 
employees of an employer or to any class of 
employee 


® the costs of supplementary benefits are deter- 
mined separately for each employer and are 
paid into OMERS by the employer, the em- 


ployees or on some shared basis. 


The Board in attempting to provide a flexible 
supplementary benefit program has developed. 
numerous options and combinations designed to 
meet the many diverse pension. needs of loca! gov- 
erments and lecal government employees. 


The supplementary program has been praised 
and criticized by both employers and members. At 
the end of 1974, however, one of every four 
members of OMERS was covered under a supple- 
mentary agreement. The Board, aware of the com- 
plexity of the supplementary benefit program and 
of the substantial costs associated with such bene- 
fits, has attempted to provide an effective com- 
munication program to employees and employers so 
that the benefits and costs are fully understood. 


The supplementary benefit program allows muni- 
cipalities and local boards to augment the pensions 
payable from the basic OMERS plan to their 
employees in order that the pensions provided are 
compatible with other public settor employees. 


MAJOR ISSUES — 1974 
INVESTMENTS 


One of the most significant issues considered by 
the Board of OMERS during 1974 was the change 


in the investment policies. 


During 1974 the Study Group on OMERS' Invest- 
ment Policy reported to the Treasurer of Ontario. 
The main finding of the Study Group was that 
OMERS could achieve a higher rate of return on 
investments made in marketable securities than in, 
the special Provincial debentures. 


The 1974 Budget of the Honourable John White 
contained the statement that up to 20% of OMERS' 
net receipts would be made available in 1975 for 
wider investment opportunities. This was followed 
by amendments to The OMERS Act in December, 
1974 to introduce this major policy change. The 
salient features of the legislation are as follows: 


® commencing in 1975, the Board is authorized 
to invest a portion of available funds under the 
limitations of The Pension Benefits Act 


© the portion of funds to be invested in market- 
able securities is to be as agreed upon between 
the Treasurer of Ontario and the Board 


® the Board can delegate investment powers to 
an investment policy committee 


at 


© the investment policy committee will include 
members with senior investment or other finan- 
cial management experience 


During 1974 the Board engaged investment 
specialists and advisors to assist in the develop- 
ment of the program and the investment policies 
of the Board. This work is progressing favourably 
and the Board will commence the investment pro- 
gram during 1975. 


BENEFITS POLICY 


The Board examined in detail a number of the 
benefit provisions contained in the Regulations and 
recommended certain changes to the Provincial 
Government. The following changes were adopted 
and amendments made to the Regulations under 


The OMERS Act: 


© a 5% improvement inthe basic pension earned ~ 


to December 31, 1973 for all active and retired 
members 


® a period of service as a councillor after retire- 
ment as an employee will not cause the suspen- 
sion of a member's pension 


® a pension payable to children can now be 
directed to the person or agency having cus- 
tody or control of the children rather than 
being paid into court 


® the executive-director can determine the date 
on which a benefit becomes or should have 
become payable where there is a disagreement 


The Board considered other amendments to the 
Regulations related to dual retirement ages, cessa- 
tion of pensions on re-employment and widowers’ 
pensions, and these changes will be recommended 
A975. 


The Board, in 1974, continued to examine the 
feasibility of changing the basic career average 
benefits plan to a basic final average earnings 
plan. Further cost estimates were sought, together 
with a detailed report on major and minor policy 
issues and administrative arrangements. Consider- 
ation was also given to the methods of gaining a 
concensus for the change and communication of 
the changes made to the members and employers. 


While details of the basic final average earnings 
plan have not been determined, nor have actual 


costs and contribution rate adiustments. the Board 
did adopt, in principle, that the basic career aver- 
age plan be changed to provide pension benefits 
based on final or highest average earnings. 


Further studies will be undertaken in 1975 and 
details of the proposed changes communicated to 
members and employers. 


FINANCE AND ADMINISTRATION 


Schedule | presents a ten year review of finan- 
cial and other data for the System for the years 
1955-1974 inclusive. 


The highlights of the 1974 financial statements 
are as follows: 


{$000's) 
© Province of Ontario debenture issued 
to the Fund in 1974 at 9.81% for 20 
years $438,125 
® Total investment portfolio at the end 
of 1974 $641,125 
® Deposits held in trust for the Adminis- 
tered Plans $ 61,640 
© Interest earned $ 44,3253 
® 
® Interest credited to administered pen- 
sion funds $543 12 
© Contribution income: $ 99,774 
Basic $ 85,535 
Prior service 382 
Supplementary 13,857 
© Benefit payments: $ 14,993 
Members’ pensions $ 6,644 
Members’ contributions 
plus interest refunded 7,367 
Transfers to other 
pension plans 982 
* Administrative expenditures $ 579 
Gross expenditures $ 867 


Recoveries: 
supplementary benefits $139 


administered funds 149 288 


Bone bee 


The number of participating employers (munici- 
palities and local boards) had a net increase of | 
in 1974 as 16 of the smaller existing groups were 
amalgamated into larger units and 17 new em- 
ployers elected to participate in the System in 
1974. 


As at December 31, 1974, active contributory 
members, inactive members and pensioners totalled 
100,492 as compared to 93,566 at the end of 1973. 
During the year 15,589 new members were enrolled 
in the System while 8,663 members either termin- 
ated their service, died or retired, resulting in a 
net increase of 6,926. 


The 3,291 inactive members reflect the increas- 
ing number of members leaving municipal employ- 
ment and electing deferred pensions. The increasing 
value of portability is also reflected by the 462 
employees who transferred from the employ of one 
municipality to another within the year with -no 
interruption in their pension accumulation. 


The number of pensioners as of December 31, 
1974 totalled 8,394, a net increase of 1,486 over 
the number being paid at the end of 1973. The 
pension roll is increasing at approximately 130 new 
retirees each month. The total amount of pensions 
paid increased from $4.6 million in 1973 to $6.6 
million in 1974 reflecting the increased number of 
pensioners and the improved pensions being gener- 
ated by the basic and supplementary benefit 
programs. 


During the year 1974, numerous meetings were 
held with participating and non-participating em- 
ployers and employee associations representing 
members of OMERS throughout the Province. Dis- 
cussions at these meetings encompassed all facets 
of OMERS from the basic plan coverage to such 
items as the restructuring of local governments, 
administration and employers’ previously approved 
plans. However, by far, most of the meetings were 
related to the benefits available under the supple- 
mentary plans. 


Also, in a continuing effort to bring the members 
of OMERS a better understanding of the System, 
the OMERS Board held two workshops during the 
year. The representatives of various employee 
associations were invited to one meeting and repre- 
sentatives of various employer groups to the other. 
The success of the two meetings resulted in an 
agreement to continue these meetings at regular 


intervals in the future with both representatives of 
employee and employer organizations in attend- 
ance together. 


ADMINISTERED PLANS - 


In accordance with Section 15 of The OMERS 
Act, the Board has entered into Agreements to 
manage and administer the pension plans of the 
Board of Governors of the Ryerson Polytechnical 
Institute, the Boards of Governors of the Colleges 
of Applied Arts and Technology and the Board of 
Governors of the Elliot Lake Centre for Continuing 
Education. 


The responsibility for diploma nursing education 
was transferred from the hospitals and regional 
schools of nursing to the Colleges of Applied Arts 


-and Technology and to Ryerson Polytechnical In- 


stitute effective September I, 1973. As a result, 
studies were undertaken to develop the mechanics 
and financial implications for the transfer of pen- 
sion credits from the former pension plans of the 
nurses to the two administered plans involved. This 
work was substantially completed during 1974 and 
transfers should be made in 1975. 


During 1974 the pension plans of the Colleges 
of Applied Arts and Technology and the Ryerson 
Polytechnical Institute were studied for possible 
amendment and improvement. The Colleges Plan 
progressed in 1974 to approval of the proposal 
and the drafting of specific changes to the man- 
agement agreement and pension plan. All of the 
changes contemplated should be in effect in 1975. 


Schedule 2 presents a ten year review of finan- 
cial and other data for the Administered Plans 
covering the years 1965-1974 inclusive. The sched- 
ule shows an increase in membership of 8% over 
last year to 11,934 members; 143 pensioners at the 
end of 1974; $15 million received in contributions 
from members and employers; deposits with 
OMERS as fund investments totalling almost $62 
million at the end of the year and interest earned 
during the year of $4.3 million. 


Actuarial valuations of the administered plans, 
particularly those benefit 
changes and receiving an exceptional number of 


undergoing major 


employees on transfer, were commenced in 1974 
and will be finalized in 1975. 


ey 


With the growth of the administered plans, and 
a greater interest by the employer and members in 
the pension benefits and other arrangements, the 
Board has authorized the administrative staff to 
up-grade our contacts and administrative practices 
for these plans. A program of greater communica- 
tion between OMERS and the administered plans 
is to be developed and implemented in 1975. 


THE BOARD AND ITS ADVISORS 


The Ontario Municipal Employees Retirement 
Board is responsible for policy recommendations to 
the Treasurer of Ontario, and the management and 
administration of the System which provides pen- 
sion benefits for the employees and councillors of 
most municipalities in Ontario, as well as the em- 
ployees of many local boards throughout Ontario. 
In addition, the Board is responsible for the admin- 
istration of pension funds of a number of Ontario's 
post-secondary educational institutions, namely, 
the twenty-two Colleges of Applied Arts and 
Technology, the Ryerson Polytechnical Institute and 
the Elliot Lake Centre for Continuing Education. 


The eleven member Board was first appointed on 
January 1, 1968. Two original Board members have 
given continuous service to the end of 1974—John 
McLaish of London and Lloyd Groombridge of 
Chatharn. Mr. McLeish was Vice-Chairman of the 
Board in 1971 and 1972 and Chairman of the Board 
in 1973 and 1974. Mr. Groombridge was Vice- 
Chairman in 1973 and 1974 and was elected Chair- 
man of the Board for 1975. These two members, 
have made a valuable contribution to OMERS 
during a period of rapid growth and significant 
development of the System. 


The original Board membership provided for two 
elected persons and five employees from local 
government and four Provincial civil servants. In 
1974, the composition of the membership on the 
Board was changed, reducing by one the number 
of civil servants and increasing to six the number 
of local government employees. At least two of the 
six employee members are "‘officers'’ of a muni- 
cipality or local board. 


At the beginning of 1974 there were ten mem- 
bers on the Board and one vacancy. During the 
year Messrs. Brannan, Hickey, Lumley and Reeve 
resigned from the Board. The new members 
appointed were Mrs. Margaret Droll, Mrs. Grace 


Remus, Mr. Caley Hill, Mr. Michael Brown and. 
Mr. George McIntyre. 


The Board membership and representation at the 
end of the year was as follows: 


2 elected persons from a participating employer 


— Mrs. Remus and Mr. Hill 


2 employees who are officers of a participating 
employer 


— Messrs. Groombridge and Harris 


4 employees of a participating employer 


— Mrs. Droll and Messrs. Bevan, Hothersall 
and McLeish 


3 civil servants 


— Messrs. Brown, McIntyre and Spry 


The Board has been well served by its officers 
and staff during the year and in August, 1974, the 
Board appointed Mr. A. W. Reeve, Executive 
Director with Mr. Barron assuming the position of 


Assistant to the Executive Director. At this time, 
the Board wishes to express its thanks to the staff 
for another successful year of dedicated effort 
under sometimes difficult circurnstances. 


The Board realizes that the successful adrminis- 
tration of the System is due in part, to the efforts 
of the local official who has been designated by 
the employer to be responsible for the adminis- 
tration of the affairs of OMERS within his parti- 
cular municipality or local board. The Board 
expresses its appreciation to each of these officials. 


The Board is also fortunate to be advised by 
competent persons in specialized areas. The Wyatt 
Company continues as the actuary to OMERS with 
one major change during 1974. Mr. "Dave" David- 
son of the Wyatt Company retired in June after 
serving OMERS from the beginning and much of 
the success of OMERS is due to his efforts. We 
wish him well in his years of retirement. Mr. Alvin 
Field has replaced Mr. Davidson and having had 
many years of association with OMERS continues 
to provide the System with a very high calibre of 
actuarial and pension planning advice. 


Dr. Ross MacKenzie, the Board's medical advisor 
for disability pensions, undertook a major review 
of the disability pensions that had been granted 
since 1963 and recommended to the Board a classi- 


Say poe 


fication system and review process to assist in the 
administration of this aspect of OMERS. Dr. Mac- 
Kenzie attended two Board meetings and reviewed 
thoroughly his approach to his role as the medical 
advisor of the System. 


In 1974 the Board appointed Mr. Purdy Craw- 
ford of Osler, Hoskin and Harcourt as the legal 
advisor of OMERS. Mr. Crawford's contribution to 
the System in the last few months of 1974 has been 
extremely competent and helpful. The legal assist- 
ance required by the Board has been difficult to 
obtain on a satisfactory basis prior to the appoint- 
ment of Mr. Crawford and this problem has now 
been resolved, 


Mr. Paul Hickey, the financial advisor to the 
Board, undertook the time consuming and onerous 
task of co-ordinating the development of the new 
investment program. Mr. Hickey has brought to this 


task an exceptional knowledge of OMERS as a- 


member and Chairman of the Board, a career in 
local government finance and experience and in- 
terest in the investment of pension fund moneys. 
Mr. Hickey was the Chairman of the Study Group 
on OMERS' Investment Policy and was the author 
of the Report of the group. 


CONCLUSION . : 


1974 has been an active and rewarding year for 
the OMERS Board. Another 5% improvement was 
made to all pensions under the basic System; work 
is progressing towards a conversion from a "career 
average" plan to a ‘final average" plan, and most 
importantly broader investment opportunities have 
been achieved. 


During the year the Board held a number of 
meetings with the Treasurer of Ontario, the 
Honourable John White and advisors from the 
Ministry of Treasury, Economics and Intergovern- 
mental Affairs, primarily devoted to the investment 
of OMERS' funds. These meetings, and the interest 
and support of OMERS activities were appreciated 
by the Board. 


In conclusion, the members of the Board are 
privileged to serve the members and employers 
participating in OMERS. OMERS has become one 
of the largest plans in Canada and the complexities 
of administration and the development and imple- 
mentation of an improved benefit formula and the 
investment of funds in marketable securities will 
make 1975 one of the most important years in the 
history of the System. 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 


Balance Sheet 


as at December 31, 1974 


1974 
Assets 
Investments, at cost (note |) $ 641,125,000 
Contributions receivable 9,887,088 
Accounts receivable 152,360 
Cash 14,803 
$651,179.25! 

Reserves and Liabilities 
Reserves for: 

basic benefits $ 545,303,439 

prior eee benefits (note 2) 7,381,309 

supplementary benefits (note 2) 36,789,136 


$ 589,473,884 


Deposits from administered pension 


funds (note 3) 61,640,315 
Accounts payable and accruals 53,476 
Pension nenefits payable 11,578 


$651, 179,251 


Signed on behalf of the Board 


Soi 
Eee Member 


eo S53 Oe, 
1 sptabhh Member 
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1973 


$ 503,000,000 
7,054,270 
120,417 


$3,696 


$ 510,238,383 


$ 432,891,462 
Tied S17 


25,299,930 


$ 465,368,909 


44,839,315 
24,195 


5,954 


$ 510,238,383 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Statement of Administrative Expenditures 


for the year ended December 31, 1974 


1974 © 1973 
Personal services including employee benefits 
Salaries of regular staff $ 443,060 - $ 311,604 
Salaries of casual staff 4,019 970 
Pensions 29,586 Vee rash 
Unemployment insurance 4,513 edie 
Workmen's compensation 436 516 
Hospital and medical insurance Sw7AEE 3,536 
Term life insurance 1,333 1,351 
Long term disability insurance 1,946 1,418 
$ 488,606 S$ 344,622 
Transportation and Communication 
Travel expenses, including overtime meal allowances $ 18,262 oa 1 103734 
Telephone 15,638 12,448 
Postage and express 16,790 15,823 
See 50-690 S 39,005 
Purchases of services 
Actuarial services $ 38,210 S$ 44896 
Audit services 11,000 : 10,000 
Medical services 1,908 2,115 
Legal services 2,350 — 
Other professional services 24,367 4 804. 
Recruitment and training of employees 7,360 2,934 
Renta! of offices 56,728 53,300 
Rental of equipment, including data processing 54,093 36,994 
Maintenance and repair of equipment 2,246 B27 
Electricity 1,996 1,626 
Insurance 1,915 504 
Board's services 32,231 13,487 
$ 234,404 172,189 
Materials and supplies 
Furniture and equipment purchased $ 24,406 S 2788 
Supplies and stationery 54,754 35,433 
Publications for members and employers 9,734 11,496 
Alterations to offices 4,040 494 
$ 92,934 SH SO, 21 
Total expenditures $ 866,634 $ 605,027 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Balance Sheet 
as at December 31, 1979 


Assets 

Investments (note 2) 
Contributions receivable 
Accounts receivable 
Accrued income 


Cash 


Reserves and Liabilities 
Reserves for: 

basic benefits (note 3) 

prior service benefits (note 4) 


supplementary benefits (note 4) 


Deposits from administered pension 
funds (note 5) 


Accounts payable and accruals 


Pension benefits payable 


Signed on behalf of the Board 


fA MY EEC Member 
MA. Ve Sok 
ea : Member 
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1979 


$2,052,022,637 
23,007,676 
302,512 
11,843,710 


65,433 


$1,718,762,999 


5,039,962 


135,543,898 


$1,859,346,859 


226,768,259 


654,811 


472,039 


1978 


$1,621,623,189 
25,066,012 
279,405 
48,206,347 


2,017,660 


$1,377,027,453 


7,987,093 


129,016,756 


$1,514,031,302 


182,805,050 


335,384 


20,877 
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ACTUARIES AND EMPLOYEE BENEFIT CONSULTANTS 


TORONTO,GNTARIO. 


MSH 3E5 — 


March 105 £975 


(416) 852-0393 


ACTUARIAL CERTIFICATE 


We have made an actuarial study and valuation of the assets and 


liabilities of the Ontario Municipal Employees Retirement Fund as at 


December 31, 1972. 


o 


In our opinion the assets of the Fund as at December eh BS ge 


held for payment of the benefits in respect of the contributory earnings 


of the members before December 31, 1972 are sufficient to provide for 


payment of such benefits; and the contributions payable in the years 1973 


and 1974 by the members under Section 9 of Ontario Regulation 638 R.R.O. 


1970 as amended, and by the employers in accordance with the rates fixed 


by the Board under Section 10 l(a) of the Regulation, will be sufficient 


to provide for payment of the benefits in respect of the contributory 


earnings of the members in the years 1973 and 1974 and of the expenses in 


those years. 


| ee 


Respectfully submitted 


THE WYATT COMPANY 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


FOURTEENTH ANNUAL REPORT 


1975 


<——. 
Ao ABRARY GE not 
LE ETE ] \ 
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May \ 
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2 BLOOR STREET WEST (27TH FLOOR). TORONTO. ONTARIO M4W 3E2, (416) 967-0637 


May 14, 1976 


The Honourable W. Darcy McKeough 
Treasurer of Ontario and 

Minister of Economics and 
Intergovernmental Affairs 

Queen's Park 

Toronto, Ontario 


Dear Mr. Minister: 


On behalf of the members of the Board, | am pleased to present to you the Annual 
Report of the Ontario Municipal Employees Retirement Board for the year ended December 31, 
1°95. 


OMERS continued a remarkable growth pattern through 1975 and at the end of the year 
over ninety-seven thousand local government employees were contributing to the System, almost 
ten thousand former members were receiving monthly pension cheques, and nine hundred and 
fifty municipalities and local boards from all over Ontario were participating in the System. 
Invested assets exceeded eight hundred million dollars, increasing yearly by almost two hundred 
million doilars. Actuarial valuations indicate no unfunded liabilities and the Fund has never had an 
experience deficiency. 


This has been a remarkable achievement in just thirteen years. While municipal! pensions 
still lag behind the pensions of other public servants in Ontario, OMERS has achieved the goals it 
set for itself and the Board continues to strive for future improvements. 

| know that each person who has been privileged to serve on the Board of OMERS has 
found it a challenging and rewarding appointment. We, the members of the Board, express to 
you, and the officers and staff of the Ministry of Treasury, Economics and Intergovernmental 
Affairs, our appreciation for your support and assistance during 1975. 


All of which is respectfully submitted. 


Yours trilye 99) oe. = 


- eewtsre ee aa 


Lloyd D. Groombridge 
Chairman 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD | 
as at December 31, 1975 


BOARD MEMBERS 


Mr. L. D. Groombridge, Chairman 
City Manager, City of Chatham 


Mr. R. F. Bevan, Vice-Chairman 
Steff inspector 
Niagare Regional Police Force 


Mir. Vi. A. Brown 
Ministry of the Solicitor General 


Mrs. M. Droll 

Municipality of Metropolitan Toronto 
Mr. H. L. Harris 

Manager, Public Utilities Commission 


City of Sault Ste. Marie 


Mir. E. C. Hill 


Mr. E. Hothersall 
Secretary- Treasurer 
Ontario Professional Fire Fighters’ Association - 


Mr. G. Mcintyre 
Ministry of Treasury, Economics and 
Intergovernmental Affairs 


Mr. J. M. McLeish 
Middlesex-London District Health Unit 


Mrs. G. Remus c 
Alderman, City of Thunder Bay 


Mr. G. D. Spry 


Trustee, Huron County Board of Education Ministry of Natural Resources 
INVESTMENT POLICY COMMITTEE OF THE BOARD 


Mr. R. M. Macintosh, Chairman 
Bank of Nova Scotia 


Mr. D. A. Beggs 
Director of Investments 


Mr. H. M. Cunningham 
Canada Packers Limited 


Mr. A. W. Reeve 
Executive Director 


ADVISORS 


The Wyatt Company 
Actuaries 


Coopers and Lybrand 
Auditors 


Mr. Purdy Crawford, Q.C. 
Osler, Hoskin and Harcourt 
Solicitor 


Dr. R. G. MacKenzie 
Medical Advisor 


Mr. N. J. Short 
Guardian Capital Group Limited 


Mr. G. D. Spry 
Member of the Board 


Mr. J. C. C. Wansbrough, Vice-Chairman 
National Trust Company Limited 


STAFF 


Mr. A. W. Reeve 
Executive Director 


Mr. D. W. Barron 
Director of Policy Planning 


Mr. D. A. Beggs 


Director of Investments 


Mr. G. A. Tyson 
Director of Pension Administration 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


1975 ANNUAL REPORT 


INTRODUCTION 


The Ontario Municipal Employees Retirement 
Board is responsible for the management and ad- 
ministration of OMERS and for recommending 
changes to the Act and regulations. 


These responsibilities include research in benefit 
developinent, actuarial review and costing, financial 
reporting, enrolment of members, participation of 
empioyers, the receipt and investment of funds, the 
calculation and payment of benefits and the 
recording of individual member contributions. 


The pension program of OMERS is divided into 
four parts. The basic plan to which each participating 
employer and member contribute, the sup- 
plementary benefit program which is optionally 
available to individual employers and groups of 
employees of these employers, prior service pensions 
which absorbed plans in existence prior to the 
establishment of the System and a scheme whereby 
individual employers may increase the pensions of 
retired municipal employees. 


In addition to these responsibilities the Board also 
administers, under agreement, the pension plans of 
Ryerson Pclytechnical Institute, the Colleges of 
Applied Arts and Technology and the Elliot Lake 
Centre for Continuing Education. 


This Report outlines the Board’s activities during 
1975 including the growth in participating employers 
and members, the utilization of the optional sup- 
plementary benefit program and the changes and 
improvements to the benefit program and the ad- 
ministration of the System. 


MAJOR ACTIVITIES IN 1975 
Benefit Changes 
The Board recommended a number of changes to 


the regulations made under The OMERS Act and the 
following were implemented in 1975: 


* all basic pensions earned by active and deferred 
members to December 31, 1975 were increased 
10%. 


® all basic pensions being paid io retired membders 
and dependents: on December 31, 1975 were 
increased 10%. 


* ail prior service, supplementary benefit and 
improved pensions under payment on 
December 31, 1975 were increased 10%. 


® an employer with policemen or firemen .sho 
have earned pension under a normal retiret ent 
age of both 65 and 60 can now consolidate the 
pension to a single retirement age of 60. 


* an employer can make arrangements for 
pension contributions to continue for a member 
who is in receipt of income from an income 
replacement plan due to illness or accident. 


® a widower of a member is now entitled to -ne 
same pension benefits on the death of a raember 
as the widow of a member. 


° a retired member’s pension is now suspenced 
on re-employment only if the position requ res 
mernbership in the plan. 


The Board also examined the possibility of having 
an employee's service with a previous public seczor 
or municipal employer or an employee's military 
service counted as pensionable service under -ne 
supplementary benefit program. Recommendations 
on this matter were made in 1975 and the necessary 
amendments to the Act have been accepted for 
implementation. 


The Board continued to study a possible chang= to 
the basic “‘career average” plan to a pian based on 
“final average earnings’’. This proposed change «vill 
require a significant increase in contribution razss. 
During 1975, with the co-operation of employers, the 
necessary data was gathered to undertake a detailed 
cost analysis. This study was completed during the 


latter part of the year and a report recommending 

_such.a change was prepared, This matter is to be 
further explored with member and employer 
associations in 1976. It is of interest, however, that 
generally speaking, the basic career average pension 
benefit earned by each active member as at 
December 31, 1975 is equal to or greater than the 
cornparable pension benefit calculated on the ‘’final 
average earnings” basis for the same period of 
contrioutory service under OMERS. 


Tne Board spent considerable time examining the 
problems of the retired members of OMERS and the 


effect of the currently high rates of inflation on their - 


fixed retirement income. This examination 
culminated in a 10% increase-to all pensions under 
payment by OMERS on December 31, 1975. This 
was the fifth such ad hoc adjustment to pensions in 
the last six years and was made possible by the 
favourable financial operation of the Fund. The 


Board wrote to each participating employer, 


cautioning that such increases may not always be 
possible in the future and suggesting that employers 
should also share the concern of retired employees. 


Investment Program 


An amendment to The OMERS Act in December, 
1974 authorized the Board to invest, commencing in 
1975, a portion of available funds in marketable 
securities, within the limitations of The Pension 
Benefits Act. 


It was agreed that 20% of the funds available for 
investment in the period April 1, 1975 to March 31, 
1976 (approximately $36 million) would be invested in 
marketable securities. The Board spent considerable 
time during 1975 developing an approach to the 
investment of these funds and in October actual 
investments commenced. At year end approximately 
sixteen million dollars had been invested in 
marketable securities. 


The Board established an Investment Policy 
Committee comprising seven members. Four 
members are persons with senior investment ex- 
perience in the private sector, one is a member of the 
Board and two members are from the staff of the 
System. The Committee’s responsibilities included 
the search for investment staff, the study and 
development of investment policy and the continual 
monitoring of investment purchases and sales. 


~The investment policy recommended. by “the ~ 
Investment Policy Committee and adopted by the 
Board included a heavy weighting towards NHA’ ~ 
guaranteed mortgages and corporate and govern- 
ment bonds and limited investments in common 
stocks and real estate. At year end the investments in 
marketable securities of approximately $16 million 
comprised 47% mortgages, 34% bonds, 4% 
common stock, 6% real estate and 9% in short term ~ 
investments. The rate of return on this investment 
mix was approximately 10.50% at year end. 


In 1975 the Board invested $168,150,000 in the 
special non-marketable Province of. Ontario 
debentures authorized under the Act. A debenture in 
this amount was issued to the Fund on December 31, 
1975 bearing interest at 10.05% and for a term of 
twenty years. The total investment in the special 
Province of Ontario debentures at December 31, 
1975 amounted to $809,275,000 and together with 
$16,000,000 in marketable securities provided an 
average rate of return of 8.48% on all funds invested 
at December 31, 1975. 


ADMINISTRATION 


A ten year review of financial and membership 
statistics is presented in Schedule 1 of this report. 


Income of the basic Fund for 1975 was 28% 
greater than in 1974. The contributions of members 
and employers increased 25% from $85,535,000 to 
$106,497,000. Investment income of $59,666,000 
was 35% greater than in the previous year. Basic 
Fund investment income in 1975 represented one- 
half of member/employer contributions or one-third 
of the funds generated to meet future pension 
liabilities. 


Benefit expenditures for pensions, refunds and 
transfers to other pension plans amounted to 
$16,070,000 in 1975, an increase of 7% over similar © 
expenditures in 1974. Pension paymenis increased 
35% in 1975, whereas refunds of members’ con- 
tributions decreased by 10% and transfers to other 
pension funds decreased 160%. Administrative 
expenses increased 36% due to additional staffing of 
20% to manage the growth of the System and 
normal increases in costs. Offsetting recoveries for 
the administration of supplementary benefits and 
administered plans increased 42% over the previous 
year resulting in an increase of 34% in administration 
costs for the basic fund. 


The funds available for investment in special 
Province of Ontario debentures and in marketable 
securities in 1975 amounted to $183,894,000, an 
increase of 33% over the funds invested in 1974. - 


Tne funds neld at year end under supplementary 
benefit agreements increased 55% in 1975 from 
$36,789,000 to $56,841,000, reflecting the greater 
use of this program by participating employers and 
members to improve their overall pension program. 


During 1975, 32 municipal or local board employers 
commenced to participate in the System, bringing to 
$57 the total number of participating employers at 
year end. There are still some 400 municipalities in 
Ontario net participating in OMERS representing the 
lesser populated villages and townships. The Board 
wrote a letter to cach non-participating municipality 
during the year and sent current literature concerning 
OMERS. This program resulted in the increase in 
employers in 1975 and the effects of the program will 
probably extend into 1976. Short of compulsory 
participation it is unlikely that many more of these 
smailer municipalities will join OMERS even though 
the concept of the System was to accommodate this 
types of municipality. 


At December 31, 1975 there were 97,275 active 
contributing members, 9,821 retired employees 
receiving pensions and 3,917 former employees who 
have elected to leave their contributions in the 
System to obtain a pension at their retirement date. 
The total active and inactive members of 111,013 
represents an increase of 11% over the 
corresponding number at the end of 1974. 


Also during 1975, 17,674 new members were 
enrolled and 6,301 former members elected a refund 
of contributions on termination of service. 


During the year the field representatives held 17 
seminars across the Province and in addition made 
3/7 visits to various employers and member groups 
to explain the pension benefits of the System. The 
Board held one special meeting in February with 
representatives of various employee and employer 
groups at which many of the existing programs were 
discussed and the future directions of OMERS were 
considered. 


Jo further assist the members and employers in 
understanding the pension benefits of the System 
the Board up-dated all current literature in 1975 and 
distributed these to each member and employer. 


SUPPLEMENTARY BENEFITS 


This program has been available since 1969 and an 
increasing number of employers and members ere 
utilizing supplementary benefits to augment the 
benefits available from tne basic OMERS plan or to. 
provide improved past service. ort 4 


In total, 229 employers covering 25,481 members 
participate in the supplementary benefit program. 
There are’ three basic: types of supplementary 
benefits (see Schedule 4} with options within each 


type.. 


One feature of the supplementary benefit program 
distinguishing it from the basic plan, is that the cost 
is borne by individual employers and in some in- 
stances with the group of employees covered under 
the agreement. 


A brief summary of the utilization of the sup- 
plementary benefit program by employers and 
members to the end of 1975 is as follows: 


Number of 
Employers Members 
Type | 155 19,009 
Type Il 72 S709 
Type III* eat eos. 
223. 25,481 


* The one employer noted hasa Type {II with the basic plan, 
however 35 otner employers covering 5,615 members 
have combined a Type III with either a Type! or a Type I! 
benefit. 


MANAGED PLANS 


In accordance with Section 15 of The OMERS Act, . 
the Board has entered into agreements to manage 
and administer the pension plans of Ryerson 
Polytechnical Institute, the Colleges of Applied Arts 
and Technology and the Elliot Lake Centre for 
Continuing Education. 


The Board recovers the cost of this administration 
from the individual plans so that there is no charge 
against the OMERS Fund itself. 


Schedule 2 of this Report presents a ten year 
review of financial and other data pertinent to the 
administration of these plans. During 1975 the in- 
volvement of OMERS staff with these plans _ in- 
creased over prior years with the establishment of 
committees to oversee their operation, major 
changes to their benefit structure and actuarial 
valuations required as at December 31, 1974. 


THE BOARD AND ITS ADVISORS 


This is the eighth year that the management and 
administration of OMERS has been under the 
direction of an eleven member appointed Board. At 
the present time six of the members are employees 
of local government, two are elected persons 
representing the employers and three are Provincial 
Officials. 


There were no changes in the membership on the 
Board during 1975 and seven members had their 
terms of office renewed with four of the seven re- 
eopointments effective early in 1976. ; 


During 1975, Mr. Paul Hickey, who had been 
actively involved with OMERS for almost sixteen 
years, and had resigned from the Board in 1974, was 
required to terminate his services as Financial 
Advisor to the Board due to his responsibilities in the 
Ministry of Treasury, Economics and Intergovern- 
mental Affairs. Mr. Hickey’s vision, determination 
and expert knowledge allowed him to render a 
valuable public service to OMERS, and through 
OMERS to the municipal! employees and local 
government in Cntario. 


The other advisors to the Board — Mr. Al Field of 
Tne Wyatt Company, actuarial; Dr. Ross MacKenzie, 
medical; and Mr. Purdy Crawford, Q.C. of Osler, 
Hoskin and Harcourt, legal — continued to provide 
an excellent service to the Board and staff of 
OMERS. 


The successful administration of OMERS is due 
largely to the co-operation received from the par- 


ticipating employers and their staff responsible for 
Operating the System locally. Over the years the local 
administration of OMERS has gradually improved 
and the Board expresses its appreciation to each of 
these local officials for their continued effort on the 
Board's behalf. 


CONCLUSION 


1975 has been another year of remarkable growth 
and development for OMERS. 


The number of members increased 10%, the 
number of pensioners increased 17% and the 
number of employers increased 4%. A number of 
important changes were made to the benefits and 
most important all pensions earned or being paid 
were increased by 10%. The Board also studied, and 
made recommendations to the Treasurer of Ontario, - 
the Honourable W. Darcy McKeough, on the 
possible change of the pension formula from one 
based on career earnings to final earnings. In ad- 
dition, the program to invest a portion of funds in 
marketable securities was successfully launched in 
19752 


In retrospect, it is obvious that OMERS has made 
a significant contribution to the retirement program 
of local government employees in Ontario. However, 
guiding the growth and continued improvement of 
the System during uncertain economic times and 
during a continuing period of social change is the 
challenge that will be uppermost in the minds of 
Board members in the year ahead. is 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT 


Assets 

Investments (notes 1 and 2) 
~ Contributions receivable 
Accounts receivable 
Accrued income 


Casn 


Reserves and Liabilities 
Reserves for: 

Basic benefits 

prior service benefits (note 3) 


supplementary benefits (note 3) 


Deposits from administered pension 
funds (note 4) 


Accounts payable and accruals 


Pension benefits payable 
Y 


Signed on behalf of the Board 


wn Member 
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Balance Sheet 
as at December 31, 1975 


1975 


$ 825,018,581 
13,406,566 
201,083 
198,438 
32,692 


$ 838,857,365 


690,645,862 
7,653,994 


56,840,673 


$ 755,140,529 — 


83,687,678 
23,194 
5,964 


$ 838,857,365 


FUND 


1974 


$ 641,125,000 
9,886,355 _ 
152,360 

733 

14,803 


SyOn1, 470,204 


545,303,439 
7,381,309 
36,789,136 


$ 589,473,884 


61,640,315 
53,476 
11,576 


$ 651,179,251 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Statement of Administrative Expenditures 
for the year ended December 31, 1975 


A975, 
Personal services including employee benefits 
Salaries of regular staff $ 593,066 $ 443,060 
Salaries of casual staff 3,073 4.019 
Pensions “45,843 - 29,580 - 
Unemployment insurance 7,290 4513 
Workmen's compensation 737 436 
Hospital and medical insurance 10,520 alg 
Term life insurance 2,007 1,333 
Long-term disability insurance 3,458 1,946 
$ 665,994 $ 488 506 
Transportation and Communication 
Travel expenses, including overtime mea! allowance $ 25;293 SS ihe Ae 
Telephone 20,013 15,638 
Postage and express 18,366 16,730 
$ 63,672 $ 50,690 
Purchases of service 
Actuarial services $ 31,385 See 210 
Audit services 13,350 11,000 
Medical services 4,005 1,908 
Lega! services BEY MS 2,358 
Other professional services 599253 24 367 
Recruitment and training of employees Spey is) 7,360 
Rental of offices 76,042 56,728 
Renta! of equipment, including data processing 97,472 54,093 
Maintenance and repair of equipment 2,825 2,246 
Electricity DAS) 1,996 
Insurance 1,425 1,915 
Board’s services 20,948 VIS | 
$- 340,170 $ 234,404 
Materials and supplies 
Furniture and equipment purchased $ 14,718 $ 24,406 
Supplies and stationery 54,548 54,754 
Publications for members and employers 41,477 9,734 
Alterations to offices 2,289 4,040 
$ 113,032 $ 92,934 
Total expenditures $ 1,182,868 $ 866,634 


1974 


ae 


ONTARIO. MUNICIPAL EMPLOYEES. RETIREMENT FUND © 
Notes to the Financial Statements 


for the year ended December 31, 1975 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Investments 
Investments are recorded in the accounts at cost. Gains or losses on their disposal are credited or charged 
to income. Income from investments is recorded on the accrual basis. 


Contributions 
Member and employer contributions received subsequent to the year-end, but which are applicable to the 
current year, are recorded as receivables. 


Benefits 6 ~ 


Reserves are heid to provide benefits to be paid to members and pensioners in future years. Payments for 
benefits are recorded in the year in which such payments are made. 


INVESTMENTS 


The following is a description of the investments: 
(a) Province of Ontario debentures issued under section 7(3) of The Ontario Municipal Employees 
Retirement System Act. 


* 


Weighted Average i 

Date of Maurity Interest Rate Cost 

December 31, 1993 8.06% $ 129,500,000 
December 31, 1994 9.50% 148,825,000 
December 31, 1995 9.70% 182,250,000 
December 31, 1996 6.00% 20,100,000 
December 31, 1997 6.30% 24,900,000 
December 31, 1998 7.21% 33,100,000 
December 31, 1999 8.19% 46,700,000 
December 31, 2000 9.10% 57,600,000 
December 31, 2001 7.85% 75,000,000 
December 31, 2002 8.02% 91,300,000 


$ 809,275,000 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 


for the year ended December 31, 1975 


INVESTMENTS (continued) 


(ob) Investments commencing September 30, 1975 under section 7(3b) of the Ontario Municipal Employees 
Retirement System Act which are subject to the limitations of The Pension Benefits Act. 


Market Value Cost 
Bonds and debentures | $ 5,387,000 wee $ 5,374,310 
Mortgages (NHA insured) 7,358,778 7,358,778 
Common stock . 502,043 500,333 
Real estate 1,010,200 1,010,206 
Short-term investments 1,499,960 1,499,960 
re 15,757,981 15,743,581 


Total investments, at cost $ 825,018,581 


PRIOR SERVICE AND SUPPLEMENTARY BENEFITS RESERVES 


Under the terms ot The Ontario Municipal Employees Retirement System Act, an employer who 
participates in OMERS may enter into an agreement with the Board for the provision of prior service 
benefits and/or of supplementary benefits. Each employer is responsible, individually, for the cost of funding 
such benefits. 


ADMINISTERED PENSION FUNDS 


The administered pension funds (which are administered on behalf of the Colleges of Applied Arts and 
Technology, the Ryerson Polytechnical Institute and the Elliot Lake Centre for Continuing Education) are 
credited with amounts which are equal to the income received by the Fund from the investment of the 
monies deposited in the Fund by tne administered pension funds. 


ANTI-INFLATION ACT 


The Anti-Inflation Act, effective October 14, 1975, provides for the restraint of prices, profit margins, 
compensation and dividends. Pursuant to an agreement between the Province of Ontario and the Govern- 
ment of Canada, the staff who administer the Fund are subject to the Act. At December 31, 1975, the Fund 
had no unrecorded or contingent liability in that respect. 


LEASE COMMITMENT 


The administration of the Fund is conducted on leased premises and the Fund has entered into a lease 
agreement which involves a minimum annual rental of $96,330 to 1986. 


COOPERS JS LYBRAND 


CHARTERED Ce > 
ERED ACCOUNTANTS TELEPHONE (415) 8B69-1!30 


CABLES COCLYBRAND 
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AUDITORS' REPORT 
LO. THE 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


We have examined the balance sheet of the Ontario Municipal 
Employees Retirement Fund as at December 31, 1975 and the statement of the 
reserves for the year then ended, Our examination included a general 
review of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the circumstance: 


In our opinion these financial statements present fairly the 
financial position of the Fund as at December 31, 1975 and the results of 


its operations for the year then ended, in accordance with generally . 
accepted accounting principles applied on a basis consistent with that 
of the preceding year. 


Done 


CHARTERED ACCOUNTANTS 
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. -ST. Paul 
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FORT WORTH ACTUARIES-EMPLOYEE BENEFIT CONSULTANTS-RISK MANAGEMENT CONSULTANTS 
= ai WASHINGTO! 
a See INTERNATIONAL BENEFITS-EMPLOYEE COMMUNICATIONS a 
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141 ADELAIDE STREE Tax 
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MIAMI TORONTO, ONTARIO MSH 3L5 OrTTs2Wws 
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“4NCITUVER 


(416) 662-0393 


Actuarial Certificate at December 3h L9TD 


Ontario Municipal Employees Retirement Fund 


We conducted an actuarial valuation of the above Plan as 
at December 31, 1974. 


The results of the valuation indicated a surplus of $72.739 
million at December 31, 1974. The results also indicated that 
the existing levels of employee and employer contributions were 
sufficient to meet the cost of benefits to be earned during the 
calendar year 1975. 


We are of the opinion, therefore, that the assets of the 
Fund at December 31, 1975 were sufficient to meet all the liabili- 


ties of the Plan in respect of services rendered by members up to 
that date. 


Respectfully submitted 


THE WYATT COMPANY 


March 8, 1976 R. Alvin Field, F.S.A. 
Fellow, Canadian Institute of Actuaries 
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Schedule 3 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


Summary of Historical Highlights 


1962 — An-Act establishing the Ontario Municipal 
Employees Retirement System was given Royal 
Assent on April 18th and later in the year Regulations 
were made under the Act to provide for implementa- 
tion in 1963. 


1963 — The first members of the System were 
enrolled on January 1st and the first contributions 
received one month later. At year end there were 
9,860 members enrolled and 311 employers partici- 
pating in OMERS. 


1965 — Amendments were made for the “‘locking- 
in’’ of contributions as required under The Pension 
Benefits Act. 


The date of July 1, 1965 was established as the date 
after which all persons engaged by municipalities or 
local boards must participate in OMERS if they are to 
receive pension benefits. 


Provision was made for OMERS to manage and 
administer the pension plans of employers to which 
the System is not applicable. 


19656 — The contributions and _ benefits were 
integrated with the contributions and benefits of the 


Canada Pension Plan. 


Employees of public and electric utilities became 
members of OMERS for the first time. 


1967 — The regulations were amended to introduce 
the supplementary benefit program which are 
optional benefits in addition to the basic benefits 
available to all members. 


1958 — The management and administration of 
OMERS was placed in the hands of an eleven 
member Board appointed by the Lieutenant 
Governor in Council. 


The interest rate on the special Provincial debentures 
issued to OMERS at each year end was increased 
from 5% to6%%. 


Tne benefit formula was increased 10% from 2% of 


career earnings to 2.2% of career earnings. 


1969 — A disabled widower was extended the same 
benefits as a widow on the death of a member. 


1970 — The interest rate on the special Provincial 
debentures issued to the Board at each year end was 
changed from 6 2 % to reflect the average borrowing 
costs of the Province during the year. 


All basic pension benefits earned or payable on 
December 31, 1970 were increased by 10%. 


1971 — All basic pension benefits earned or payable 
at December 31, 1971 were increased by 5%. 


In addition to the 50% widows’ and disabled 
widowers’ pensions payable on the death of a 
member, a further pension of 10% for each child of 
the deceased member to a maximum of 25% was 
introduced. 


1972 — Councillors became eligible for membership 
in the System. 


All basic pension benefits earned or payable on 
December 31, 1972 were increased by 5%. 


1973 — Provision was made for an employer to 
improve the pensions being paid to or on behalf of a 
retired employee by paying the required funds to the 
System. 


Rates of interest on special Provincial debentures 
issued to the Board during the years 1963 to 1969 
were retroactively adjusted to reflect the average 
borrowing costs of the Province in each of these 
years respectively and a special interest payment 
made to the Fund. - 


All basic pension benefits earned or payable at 
December 31, 1973 were increased by 5%. 


1974 — The Act was amended to allow a portion 
of available funds to be invested in marketable 
securities under the provisions of The Pension 
Benefits Act commencing in 1975 with the balance of 
available funds each year invested in the special 
Provincial debentures. 


1975 — All basic pension benefits earned by active 
and deferred members as at December 31, 1975 were 
increased by 10%. 


All pensions being paid to retired members on 
December 31, 1975 were increased 10%. 


A widower of a member became entitled to the same 
50% pension as a widow on the death of a member. 


4 Ae oe 


Schedule 4 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM. 


Summary of Benefits 


Basic Benefits 


Normal retirement at age 65 — except in the case of 
policemen and firemen who may, if the employer elects, retire 


at age 60. 


A normal retirement pension based on earnings while a 
member of the System 


(a) before January 1, 1966 — 2% of earnings; 


(b} January 7, 1966 to December 31, 1967 — 2% of earn- 
ings in excess of the maximum pensionable earnings under 
the Canada Pension Plan ($5,000 in 19686 and 1967) and 1.45% 


of earnings not in excess of such maximum if normal 


retirement is age 65 or 1.54% if normal retirement is age 60; 


(c) after January 1, 1968 — 2.2% of earnings in excess of 
the maximum pensionable earnings under tne Canada Pension 
Plan ($5,200 in 1969) and 1.6% of earnings not in excess of 
such maximum if normal retirement is age 65 or 1.69% if 
normal retirement is age 60; 


(d) all pension earned under (a), (b) and (c) above has been 
incresed cumulatively 40% as follows — 1975 - 10%; 1973 - 
5%; 1972 - 5%; 1971 - 5%; 1970- 10%. 


A total and permanent disability retirement pension 
after 10 years of municipal service, that is the same amount as 
the normal retirement pension. 


A pension to a widow or widower of one-half the 
member's pension plus 10% for each child under |8 years of 
age to a maximum of 25% and where no widow or widower a 
pension of one-half the member’s pension to the child or 
children of the member under 18 years of age. 


A deferred pension, payable at normal retirement age, if a 
member ceases to be employed before his normal retirement 
date — the pension benefits earned by a member under the 
System vest immediately in the member. 


An early retirement pension, commencing within the 10 
year period before normal retirement age, which is the ac- 
tuarial equivalent of the normal retirement pension. 


A refund of the contributions of a member plus interest if 
the member terminates his employment, except if at ter- 
mination the member has ten years of continuous service and 
is over 45 years of age, his contributions made after January 1, 
1965 may not be refunded. 


Supplementary Benefits 


Type / — Final Average Earnings Pension 

The Type | Supplementary Pension provides a benefit to a 
member based on final average earnings and credited service 
at retirement date. The benefit includes the pension earned 
under the Basic Plan. When service prior to enrolment in 
OMERS forms part of the total credited service, any pension 
earned under a prior service agreement or approved pension 
plan must be taken into account in determining the total 
pension payable at retirement. When a member retires prior to 
age 65 the integrated amount (0.7%) in the formula may be 
deferred, under a Supplementary Agreement option, until age 
65 when the Canada Pension Plan (CPP) benefit is payable. 


Type I — \ncreased pension for service up to the end of the 
preceding year (up-date) 

The Type |] Supplementary Pension provides a benefit to a 
member based on average annual earnings and credited 
service prior to the date of the Agreement. When a member 
retires prior to age 65 the integrated amount (0.7%) in the 
formula may be deferred, under a Supplementary Agreement 
option, until age 65 when the Canada Pension Plan benefit is 
payable. 


The Type II benefit is fixed and includes the benefit earned 
under the Basic Plan prior to the date of the Agreement. When 
service prior to enrolment in OMERS forms part of the total 
credited service, any pension earned under a prior service 
agreement or approved pension plan must be taken into ac- 
count in determining the total pension earned prior to the date 
of the Agreement. 


Type I// — Unreduced Early Retirement Pension 

Normally, if a member retires early (within 10 years of 
normal retirement date) the pension benefit payable is ac- 
tuarially reduced. The Type Ill benefit provides for payment of 
an unreduced early retirement pension if a member retires 
within 10 years of normal retirement date under certain 
conditions. These conditions under a Type lll Agreement are: 


(a) completion of 30 or more years of continuous service 
with the employer, or 


(b) retirement due to permanent partial disability as 
determined by the employer. 


The Type Ili benefit may be provided using only one of the 
conditions (a) or (b) above. It may be combined with the basic 
OMERS plan only or with a Type | or Type Il Agreement. 


Contributions — Under supplementary benefits the em- 
ployer entering into the agreement with the Board is 
responsible for the additional costs, however, the members 
covered under the agreement may also contribute to the costs. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 
2 BLOOR STREET WEST (27TH FLOOR), TORONTO, ONTARIO M4W 32. (416) 967-0637 


pt a a en ee en ne 


May ci35. 1977 


Honourable W. Darcy McKeough 
Treasurer of Ontario and Minister 
of Economics and Intergovernmental Affairs 
Frost Building South, Seventh Floor 
Queen's Park 
Hotontco. Ontario 


Dear Mr. McKeough: 


It is my pleasure to present to you, on behalf of the members of 
the Board, the Annual Report of the Ontario Municipal Employees 
Retirement Board for the year ended December 31, 1976. 


This fifteenth Annual Report on the Management and administration 
of the System reflects a continued growth and development in providing 
pension benefits for current and retired employees of municipalities and 
local boards in Ontario. At year end there were 102,000 contributing 
members of OMERS from 976 local government employers and 11,500 retired 
employees receiving pensions. Invested assets now total $1,060 ,000,000 
with $76,000,000 of these invested in marketable securities under the 
revised investment program which began late in 1975. The Fund continues 
to enjoy a sound actuarial and financial position with all pension 
liabilities matched by invested assets. 


Statistics reflect certain aspects of the responsibilities of the 
Board, but of considerable importance also, are the recommendations for 
change and improvement to the pension benefits. During 1976 the Board 
recommended a major improvement to the pension formula, to be introduced 
on January 1, 1978, and this improvement will provide municipal employees 
with basically the same pension benefits as those of civil servants and 
teachers in Ontario. 


I know that I speak for each member of the Board in expressing to you 
Our appreciation for your support and assistance during 1976, and for the 
privilege of serving the employees of municipalities and local boards in 
Ontario. 


All of which is respectfully submitted. 


Yours truly, 


Ronald F. Bevan 
Chairman 


aa i 


ry 1 Ae # 
ae ok pee Mn il Loa ae rer Cae 
Td ARS PRA a ae ade 
. ; TAS oot ¢ 4 pe ee ety 


x ave & : ‘oe r 
Ps . 4y - v ' o 7% s 
A eS 
’ 
os 
i 
* 
’ 
= \ 
’ 
s ’ 
. - 
Ww 
ty ROO PIE Gey 
was ° 
ce, i “ 
ee 4 % PY aa RY ae 
i 
eed 
- up > LJ 
“F r 2 wel 
, Pi = 
a ‘ 
iL ¢ 
& ; 
aa ; 


TABLE OF CONTENTS 


Page 
DeUeeiO Ane MINES... em ahem (i) 
aC ie ot CONLCNES (As mia: fs Mievnmnaitaas Chains se sn (ii) 
Members of the Board 
CEUME TWO Se. vas eu Vali t ee e c (iii) 
Investment Policy Committee of the Board....................... (iii) 
5 SSSI ah say aco el ag aim 1 
RI BOLPCUVIUGS 107 Gan Nias ap Ss Aes tM i ae 1 
OPM AU eer then iO. oso hos oa, ox SE eS ean 3 
CSC MEna 2G su oceer en. a Se Fmt) 4 
Pieemoa Nana AGViSOrs. .28. Aiki .s Tle ee 5 
Seer eres skeet cacy eee wee, on «A ag ph anew asancead Orica amoee Ai) 
Financial Statements 
PRaRCe ACCUM RO Te eh eri eaek tere ee 6 
Bate MOS HOU IE NOSCIVOS Ieee Ph ii ca te coahael resets oe ke 7 
Statement of Administrative Expenditures......................... 8 
Notes to the Financial Statements......................-........ 9 
BEM OR SRE ORM Ai OG. hh shy o MAI ee Om ee es 11 
Boe Seo ONO. Veena yest i, Te ee ee 12 
Schedules 
OMe oc TEN Year SUMMARY en fic asco, ob bec a ot ke 13 
2. Administered Plans — Ten Year SUMMA Ky tere ee ee ky TPG 14 
parted MUGHHGIES ote ny. a's iieeek ce tee mun eee. US 
4. Summary of Benefits 25.604, 200... ise UE Maton ek hes 16 


(ii) 


ag . . 

i ul Pa 3 nee 
‘ a4 . Lie bd 

- 

By 


a : > oF : 
a ee Se A! ea 
fi 2) een nt Sanents 
ee eS 
f 
7 
exe 
oc 1a OOO 
NA ties ane : 
eer 4, (= 2 _ Beh Ap.  deotearenge |e 
’ A aa ial 
a j fee other 
ad ; % A ean 
+ > ree 
ee 
; Ange eas 
BIE Si We 


Lior tos ‘ 


i 
' 
4 
i . 
; 
' 
4 
! 7A 
; 
ie 
j 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


as at December 31, 1976 


BOARD MEMBERS 


Mr. L. D. Groombridge, Chairman 
City Manager, City of Chatham 


Mr. R. F. Bevan, Vice-Chairman 
Staff Inspector 
Niagara Regional Police Force 


Mr. C. R. Bernardi 
Director of Personnel and Labour Relations 
City of Sault Ste. Marie 


Mr. G. E. Boyce 
Superintendent of Business Administration 
Sudbury Board of Education 


Mr. S. P. Dobbin 
Employee, 
Toronto Board of Education 


Mr. &. C. Hill 
Trustee, 
Huron County Board of Education 


Mr. E. Hothersall 
Secretary-Treasurer 
Ontario Professional Fire Fighters’ Association 


Mr. G. Mcintyre 
Ministry of Treasury, Economics and 
Intergovernmental Affairs 


Mr. J. M. McLeish 
Administrator, Housing Department 
City of London 


Mrs. G. Remus (deceased) 
Alderman, 
City of Thunder Bay 


Mr. G. D. Spry 
Ministry of Natural Resources 


INVESTMENT POLICY COMMITTEE OF THE BOARD 


Mr. R. M. Macintosh, Chairman 
Bank of Nova Scotia 


Mr. D. A. Beggs 
Director of Investments 


Mr. H. M. Cunningham 
Canada Packers Limited 


Mr. A. W. Reeve 


Executive Director 


ADVISORS 


The Wyatt Company 
Actuaries 


Coopers and Lybrand 
Auditors 


Mr. Purdy Crawford, Q.C. 
Osler, Hoskin and Harcourt 
Solicitor 


Dr. R. G. MacKenzie 
Medical Advisor 


(iii) 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


1976 ANNUAL REPORT 


INTRODUCTION 


The Ontario Municipal Employees Retirement 
Board is responsible for the management and 
administration of OMERS and for recommencing 
changes to the Act and Regulations. 


These responsibilities include organization and 
staffing, establishment of standing and ad hoc com- 
mittees and the appointment of members, research 
in benefit development, actuarial valuation and 
review, financial reporting, participation of 
employers, enrolment of members, the receipt and 
investment of funds, the calculation and payment of 
benefits and the maintenance of individual member 
records and contributions. 


The pension program of OMERS divides into four 
parts: 


{i 


\ 


) the basic OMERS plan to which each participating 
employer and each member contributes; 


(ii) the Supplementary benefit program which pro- 
vides benefits in addition to the basic plan on an 
optional basis to individual employers and groups 
of employees of these employers; 


(iii) prior service agreements which absorbed plans in 
existence when OMERS was established, and 


(iv)a scheme whereby individual employers may in- 
crease the pensions of their retired municipal 
employees. 


In addition to these responsibilities, the Board also 
administers under agreement, separate pension 
plans of Ryerson Polytechnical! Institute, the Col- 
leges of Applied Arts and Technology and the Elliot 
Lake Centre for Continuing Education. 


This report outlines the Board’s activities during 
1976 including changes to the pension benefits, the 
further development of the investment program and 
the administration of the basic plan, the supplemen- 
tary benefit program and the managed plans. 


MAJOR ACTIVITIES iN 1876 


Benefit Changes 


A number of amendments were made to The 
OMERS Act and Regulations on the recommendation 
of the Board during 1976, summarized as follows: 


the definition of an employer eligible to par- 
ticipate in the System was expanded to include 
an association of employees. 


benefit changes in the Regulations can now be 
made retroactive in cases considered ap- 
propriate and a prior change in eligibility- for 
spouses pensions was made effective 
September 1, 1972. 


the composition of the Board was changed by 
reducing the number of officials of the Province 
by one and increasing the number of employee 
representatives by one. 


the provision for employee transfer of pension 
credits to and from the System was broadened 
to include non-government bodies participating 
in a government pension plan. 


optional service, which includes war service and 
other governmental service was included in the 
supplementary benefit program and allows a 
member to have this service included as pen- 
sionable service under that program and to con- 
tribute towards the cost. 


During 1976 the Board spent considerable time 
and study on the recommendations to change the 
basic pension formula from the present career 
average basis to a final or highest average earnings 
basis. The Board then communicated this proposed 
major improvement to OMERS to all members and 
employers and held two meetings with represen- 
tatives of members and employers to discuss details 
of the change and consider their reactions. Briefs 
from various organizations were also studied and 
discussed and final recommendations were substan- 
tially completed at year end. 


Delegations and Meetings 


Each year various organizations of members and, 
an occasion, employers, submit briefs to the Board 
for consideration and this is followed by attendance 
97 the organization at a Board meeting. The Board 
welcomes and encourages this form of dialogue from 


ihe participants of OMERS. 


Three delegations, from the Ontario Division of the 
Canadian Union of Public Employees, the Inter- 
national Brotherhood of Electrical Workers and the 
Ontario Municipal Retirees Association, attended 
Board meetings in 1976 after submitting a well 
documented brief outlining concerns about OMERS 
and improvements or changes they thought ap- 
propriate. 


The Board, a few years ago, began meeting once a 
year with representatives of municipal and local 
board associations, employee associations and 
unions representing employees of local government, 
to examine various proposals for OMERS and to 
create an open forum for discussion of the future 
direction of OMERS. During 1976 the Board held 
two meetings with this group of representatives of 
members and employers, to consider the change toa 
final average earnings pension formula for the basic 
plan and the resultant amendments this change will 
require to the supplementary benefit program. 


The active participation of those attending these 
special meetings and the benefit to the Board of the 


comments and discussions, suggest that this impor: — 
tant communication link should be maintained in the ~ 


future. These meetings should not discourage 
delegations to Board meetings as the Board also 


welcomes this form of communication from the 


members and employers. 
Investment Program 


The funds available for investment by the Board 
each year are derived from the contributions of the 
members, the matching employer contributions and 
the interest and dividends received from the in- 
vestments, less the benefits and the administrative 
expenses paid. Other funds are received under sup- 
plementary agreements, prior service agreements 
and from the three managed plans, and all of the 
funds are pooled together for investment purposes 
with separate accounting records maintained for the 
distribution of income to the various plans and 
reserves. 


During 1976 the Board had $235,440,524 avail- 
able for investment and 26% of this amount was in- 
vested in marketable securities under the limitations 
of The Pension Benefits Act, and the remainder, 
74% was invested in special non-marketable Provin- 
cial debentures. 


The investment portfolio growth, at cost, from 1975 year end to 1976 year end was 28.5% 


distriouted as follows: 


December 31,1975 1976 December 31, 1976 
(OOO’s) (OOO's) (O00’s) 
Marketable Securities 

Bonds and Debentures $ 6,874 $ 20,404 RS ATOR AS! 
Morigages 7,359 Sareea 38,576 
Equities 501 7,786 8,287 
Real Estate 1,010 1sS PEAS: 
Gy NG) ees $ 60,940 S$ 76.684 

Non-Marketable Securities 
Special Provincial Debentures $809,275 $174,500 S$ 983,775 
$825,019 $235,440 $1,060,459 


Tne percentage distribution between classes of investments as at December 31, 1976 of the portion of the 


portfolio invested in marketable securities at cost, was as follows: 


Class of Investment Amount of Cost Percentage 
Bonds and Debentures OE 2 TASS: 35.6% 
Mortgages 38,575,847 50.3 
Equities 8,286,878 10.8 
*eal Estate PLN S) SOS 3.3 
$76,684,105 100.0 


Oe 


et 


This portion of the portfolio invested in marketable 
securities is managed by the staff of OMERS with 
policy development, investment strategy and 
monitoring of activities carried out by the Investment 
Policy Committee of the Board. The above distribu- 
tion of asset mix is within the policies developed by 
the Committee and approved by the Board. 


At year end the investments in marketable 
securities were yielding 10.28% and the special pro- 
vincial debentures were yielding 8.91%. The 
average yield on the entire portfolio at year end was 
8.92% without taking into account any unrealized 
capital appreciation on the marketable portion of the 
oortfolio. The non-marketable debenture issued by 
tne Province at December 31, 1976 in the arnount of 
$174,500,000 bears interest at 10.28% for a term 
of 26 years. 


ADMINISTRATION 
Finance 


A ten year review of financial and membership 
Statistics is presented in Schedule 1 of this Report. 


The income of the basic OMERS plan for 1976 
was 24% greater than for 1975. The contributions of 
members and employers increased 19.5% from 
$106,497,062 to $127,315,157; income earned 
from investments increased 32%, _ from 
$49,508,289 to $65,560,465 and other income 
from management fees and transfers from prior 
service and supplementary agreements increased 
36% or $2,351,858. 


Total income for the basic OMERS plan in 1976 
amounted to $201,817,700 with 31.5% being 
member contributions, 31.5% employer matching 
contributions, 32.5% income earned on investments 
and 4.5% other income. 


Tne expenditures of the basic OMERS plan were 
$23,387,724 in 1976, an increase of 35.5% over 
1975 expenditures. Pension payments, refunds of 
member contributions with interest and transfers to 
other plans represented 94% of the expenditures 
and administrative expenses 6% of expenditures. 
Benefit payments in 1976 were 37% higher than in 
1975. Administrative expenses increased 20.5% but 
after deducting management fees, the actual ad- 
ministrative expense for the basic OMERS plan in- 
creased 11%, including the additional costs of 
operating the investment program. 


Funds held under supplementary agreements on 
behalf of individual employers and members covered 
under the agreements increased 54%, from 
$56,840,673 at the end of 1975 to $87,713,595 at 
the end of 1976. Funds held under prior service 
agreements for individual employers and members 
increased from $7,653,994 to $8,246,986 during 
1976, an increase of 11%. 


Funds held in trust for the three managed plans 
amounted to $112,887,168 at December 31, 1976, 
an increase of 13% over funds held at the end of 
1975 for these plans. 


Membership 


During 1976, 25 new employers began participa- 
tion in OMERS, and at year end 450 municipalities, 
123 school boards and 403 other local boards were 
participating in the System for a total of 976 par- 
ticipating employers. 


On December 31, 1976 there were 102,432 con- 
tributing members, *1,471 persons receiving a 
monthly pension and 3,398 former employees who 
had elected to leave their contributions in OMERS 
and receive a pension on their normal retirement 
date. The total active and inactive membership of 
OMERS at year end was 417,301, an increase of 
5.5% from the total membership at the beginning of 
the year. 


During 1976, 14,885 new members were enrolled 
in the System and 7,016 former members elected a 
refund of contributions with interest on termination of 
service. 


The staff visited 211 employers and member 
groups in 1976 to explain supplementary benefits 
and to introduce new participants to the OMERS 
pension plan. 


One of the primary reasons for the establishment 
of OMERS was to bring an adequate level of pension 
benefit at reasonable employee and employer cost 
to the smaller municipalities and local boards by 
combining the experience of the larger local govern- 
ment units with the smaller. At the present time, 545 
participating employers (60% of all participating 
employers) have fewer than 25 employees and in 
total represent less than 5% of the total membership. 
At the other end of the scale, there are 48 employers 


(3°o) with 500 or more employees, representing over 
50°o of the total membership. These statistics reflect 
ine attainment of one of the original objectives of 
OMERS, even though 395 of the smaller villages and 
townships in Ontario still do not participate in 
OMERS and presumably do not provide pensions to 
their employees. 


Supplementary Benefits 


The supplementary benefit program was intro- 
duced in 1969 to allow individual employers and their 
emoloyees or any class of employees to augment 
the basic olan by adding past service coverage, im- 
proved future service pensions or special early 
retirement provisions. The costs are borne entirely 
by the employer less any contributions of the 
members. At the end of 1976, the Board had entered 
into 240 agreements for the provision of supplemen- 
tary benefits. Within an agreement there can be 
Separate plans for different classes of employees 
and as at December 31, 1976 there were 280 such 
plans. 


The following is a summary of these plans and the 
number of members covered under each type of 
supplementary benefit. 


Number of 
Plans Members 

Type | 

(past and future service) 

+Type Ill 28 

2°o benefit rate S2N9) 

122% benefit rate IES, 
Type! 

(past and future service) 93 

2°o benefit rate 5,192 

152% benefit rate SAS 

1 ‘2% benefit rate 154 
Type | 

(future service) 

+Type Ill 2 

2°o benefit rate 10 
Type | 

(future service) Oe 

2°o benefit rate 5,059 

12.2% benefit rate 610 
Type | 

(past service) 6 

2°o benefit rate 30 

1°%s% benefit rate 3) 


Type Il 
(past and future service) 


+Type Ill 6 
2% benefit rate 1,027 
1%% benefit rate 19 
Type Il 
(past and future service) 
+ Partial Type Ill 2 
2% benefit rate 1,179 
Type Il 
(past and future service) 43 
2% benefit rate 1,201 
1%% benefit rate 67 
12% benefit rate 8 
Type Il 
(past service) 48 
2% benefit rate 209 
1%% benefit rate 63 
142% benefit rate 1 
special benefit rates Ax PIP 
Type Ill with basic Wee Pro Ose 
280 29,045 


One employee group added the war service 
portion of optional service to a Type | plus Type Ill 
Supplementary benefit plan during 1976. 


MANAGED PLANS 


The Board has entered into agreements tomanage 
and administer separately from OMERS, the pension 
plans of Ryerson Polytechnical Institute, the Col- 
leges of Applied Arts and Technology and the Elliot 
Lake Centre for Continuing Education in accordance 
with the provisions of Section 15 of The OMERS Act. 


The Board recovers the cost of this administration 
from the individual plans so there is no charge 
against the operation of OMERS. 


Schedule 2 of this report presents a ten year 
review of financial and other data related to the 
growth and development of these plans. During 
1976 the OMERS staff worked closely with those 
responsible for the policy development aspects of 
the plans and provided reports and studies on re- 
quest. The main functions of the Elliot Lake Centre 
for Continuing Educaton were transferred, in 1976, 
to Sault College of Applied Arts and Technology 
along with the majority of the staff of the Centre, and 
the contributions and pension credits of these 
employees were transferred to the College’s pen- 
sion plan. 


Also during 1976, the transfer of the contributions 
and pension credits of nurses from teaching 
hospitals to the Colleges pension plan were finalized. 


THE BOARD AND ITS ADVISORS 


The Board membership was changed in 1976 and 
now comprises two elected municipal or local board 
representatives, seven employee representatives 
and two officials of the Province of Ontario. Three 
new members joined the Board in 1976 to replace 
members no longer eligible for membership or who 
had resigned during the year. The three new Board 
members, Messrs. Bernardi, Boyce and Dobbin are 
all employees of municipalities or school boards in 
Ontario. 


Mrs. Grace Remus, an alderman in the City of 
Thunder Bay, chose not to stand for re-election to 
city council and thereby ended her term of office on 
the Board as at December 31, 1976. Her untimely 
death in January, 1977 saddened both the staff and 
other Board members who had appreciated her con- 
tribution and enjoyed her association with OMERS 
during the last two years. 


The Board continued the valuable services of the 
actuarial advisor Mr. R. A. Field of The Wyatt Com- 
peny, the legal advisor Mr. Purdy Crawford, Q.C. of 
Osler, Hoskin and Harcourt and the medical advisor, 
Dr. R. G. MacKenzie. The firm of Coopers and 
Lybrand continued as the auditors of the Fund. 


It would be remiss not to mention the valued con- 
tribution of the dedicated staff of OMERS which 


numbers only fifty-five, and their diligent efforts to 
provide a superior service to the members and par- 
ticipating employers. Another group of people re- 
quire a special vote of thanks — the employees of 
the 976 participating employers responsible for the 
day to day administration of OMERS. Much of tne 
administrative success of OMERS is due to the ex- 
cellent work of both the staff of OMERS and of each 
employer. 


CONCLUSION 


1976 was one of the more important years in the 
fourteen year history of OMERS with tne final deci- 
sions being taken to change and improve the pension 
formula to cne based on a member's final or highest 
average earnings. This will mean that the local 
government employees in Ontario will, after January 
1, 1978, benefit from basically the same level of pen- - 
sions as civil servants, teachers and other govern- 
mental employees. 


1976 was also the year when the membership of 
OMERS exceeded one hundred thousand and the in- 
vestments exceeded one billion dollars. 


Membership of the Board of OMERS is rewarding 
and demanding and the present climate of public and 
private pensions in Ontario and Canada suggests 
that the next few years will prove to be as challeng- 
ing as the past in the continued development of this 
retirement program for and on behalf of the many 
employees of local government in Ontario. 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 


Assats 

investments (notes 1 and 2) 
Contributions receivable 
Accounts receivable 
Accrued income 


Cash 


Reserves and Liabilities 
Reserves for: 

basic benefits 

prior service benefits (note 3) 


suoplementary benefits (note 3) 


Deposits from administered pension 
funds (note 4) 


Accounts payable and accruals 


Pension benefits payable 


Signed on behalf of the Board 


Balance Sheet 


as at December 31, 1976 


YAS 


$ 1,060,459,105 
16,012,390 
240,961 
17212,661 
43,356 


$ 1,077,968,473 


869,075,838 
8,246,986 
87,713,595 


$ 965,036,419 


112,887,168 
32,030 


12.3536 


,077,968.473 


A 
= 


Member 


Member 


1975 


$ 825,018,581 
13,406,566 
201,088 
198,438 
32,692 


$ 838,857,365. 


690,645,862 


7,653,994 


56,840,673 


$ 755,140,529 


83,687,678 
23,194 


5,964 


$ 838.857,365 
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~~ ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND se 


Scheduie of Administrative Expenditures 


tor the year ended December 31, 1976 


1976 1975 
Personal services including employee benefits 
Salaries of regular staff $ - 726,852 $ 593.066 
Salaries of casual staff 11,088 BORG 
Pensions 40,385 45.843 
Unemployment insurance Ooh 7.290 
Workmen's Compensation 1,090 (BEM? 
Hospital and medical insurance 20,668 HOS20 
‘ Term-life insurance 4,504 2.007 
Long-term disability insurance DeSe 3.458 
$ 819,856 $ 665.994 
Transportation and Communication 
" Travel expenses, including overtime meal allowances $ 23,309 $ 29,293 
Telephone 28,404 ZOOS 
Postage and express __—-29,645 NSOSo 
$ 81,358 $ 63,672 
Purchases of service 
Actuarial services $ Saar 25 $ 31.385 
Audit services 17,450 13,350 
Medical services 4,230 4.005 
Legal services 20,849 20} oo 
Other professional services 32,678 59,253 
Recruitment and training of employees Oo27 Ons 
Rental of offices 104,049 76,042 
Rental of equipment, including data processing 84,759 Seas 
Maintenance and repair of equipment Selad 2.825 
Electricity ALE A Pasi 
Insurance Life ee ies 
Board’s services 19,826 20.948 
$ 334,163 $ 340.170 
Materials and supplies 
Furniture and equipment purchased $ 30,798 $ Aare 
Suppiies and stationery LO aES 54.548 
Publications for members and employers 35,243 41,477 
Alterations to offices 50,000 2,289 
Se tors 16 Sas Ose 
Total expenditures $ 1,426,893 $ 1.182.868 


=. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 


for the year ended December 31, 1976 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Investments 


Investments are recorded in the accounts at cost. Gains or losses on their disposal are credited or 
charged to income. Income from investmenis is recorded on the accrual basis. 


Contributions 
Member and employer contributions received subsequent to the year-end, but which are applicable to the 
current year, are recorded as receivables. 


Benefits 


Reserves are held to provide for benefits to be paid to members and pensioners in future years. Paymenis 
for benefits are recorded in the year in which such payments are made. 


INVESTMENTS 


The following is a description of the investments: 
(a) Province of Ontario debentures issued under section 7(3) of The Ontario Municipal Employees 
Retirement System Act. 


Weighted Average 


Date of Maturity Interest Rate __ Cost 
December 31, 1993 8.06% $129.500,000 
December 31, 1994 9.50% 148,825,000 
December 31, 1995 9.70% 182,250,000 
December 31, 1996 6.00% 20,100,000 
December 31, 1997 6.30% 24,900,000 
December 31, 1998 Tia 33,100,000 
December 31, 1999 8.19% 46,700,000 
December 31, 2000 9.10% 57,600.000 
December 31, 2001 7.85% £5,000,000 
December 31, 2002 9.50% 265,800,000 


$ 983,775,000 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND _ 
Notes to the Financial Statements 
for the year ended December 31, 1976 


INVESTMENTS (continued) 


(0) Investments commencing September 30, 1975 under section 7(3b) of The Ontario Municipal — 
Employees Retirement System Act which are subject to the limitations of The Pension Benefits Act: 


1976 1975 


Market Value Cost Market Value Cost 


Bonds and Debentures $ 28,479,000 $ 27,277,875 $ 6,886,960 $ 6,874,270 
Mortgages 38,575,847 38,575,847 7,358,778 7,358,778 
Equities 8,693,900 8,286,878 502,043 500,333 
Real Estate 2,543,505 2,543,505 1,010,200 1,010,200 


$ 78,292,252 $ 76684105 $ 15,757,981 $ 15,743,581 


Total Portfolio, at cost $ 1,060,459,105 $ 825,018,581 
Total Portfolio, at market $1,062,067 ,252 $ 825,032,981 


Market value is quoted value for bonds and debentures and equities, the principal outstanding for 
mortgages and cost for real estate. 


PRIOR SERVICE AND SUPPLEMENTARY BENEFITS RESERVES 


Under the terms of The Ontario Municipal Employees Retirement System Act, an employer who par- 
ticipates in OMERS may enter into an agreement-with the Board for the provision of prior service benefits 
and/or of supplementary benefits. Each employer is responsible, individually, for the cost of funding such 
benefits. 


ADMINISTERED PENSION FUNDS 


The administered pension funds (which are administered on behalf of the Colleges of Applied Arts and 
Technology, the Ryerson Polytechnical Institute and the Elliot Lake Centre for Continuing Education) are 
credited with amounts which are equal to the income received by the Fund from the investment of the 
monies deposited in the Fund by the administered pension funds. 


ANTI-INFLATION ACT 


The Anti-Inflation Act, effective October 14, 1975, provides for the restraint of prices. profit margins, com- 
pensation and dividends. Pursuant to an agreement between the Province of Ontario and the Government of 
Canada, the staff who administer the Fund are subject to the Act. At December 31, 1976, the Fund had no 
unrecorded or contingent liability in that respect. 


LEASE COMMITMENT 


The administration of the Fund is conducted on leased premises and the Fund has entered into a lease 
agreement which involves a minimum annual rental of $96,330 to 1986. 
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COOPERS “a7 LYBRAND 
CHARTERED ACCOUNTANTS TELEPHONE (416) 869-1130 
CABLES COLYBRANO 
OFFICES THROUGHOUT CANADA TELEX O6-23590 


AND IN PRINCIPAL AREAS I4S KING STREET West 


Or THE WORLD TORONTO,ONTARIO, CANADA MES IVE 


April.4,.19/7 


AUDITORS' REPORT 
TO THE 


ONTARTO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


We have examined the balance sheet of the Ontario Municipal 
Employees Retirement Fund as at December 31, 1976 and the statement 
of the reserves for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in 


the circumstances. . 
In our opinion, these financial statements present fairly 
the financial position of the Fund as at December 31, 1976 and the 


results of its operations for the year then ended in accordance with 
generally accepted accounting principles applied on a basis consistent 


with that of the preceding year. 
Ve ies y 


CHARTERED ACCOUNTANTS 
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Ora, Nv Outs ACTUARIES-EMPLOYEE BENEFIT CONSULTANTS-RISK MANAGEMENT CONSULTANTS 


THE 


INTERNATIONAL BENEFITS-EMPLOYEE COMMUNICATIONS 


141 ADELAIDE STREET WEST : MON THEE 
TORONTO, ONTARIO MSH 3L5 OTTAWA 
FORONTO 


(416) 8662-0393 


Actuarial Certificate at December 31, 1976 


Ontario Municipal Employees Retirement Fund 


The most recent actuarial valuation of the above Plan was conducted 
at December 31, 1974.using the unit credit cost method. 


The results of the valuation indicated a surplus of $/2.7 million 
at December 31, 1974. Since that time all pensions, both for active 
members and retired members were increased by 10% reducing the surplus 
to $29.1 million. The results of the valuation at December 31, 1974 
adjusted to reflect the subsequent amendment indicate that the existing 
levels of employee and employer contributions were sufficient to meet the 
cost of benefits to be earned each calendar year until the next actuarial 
valuation is made. 


We are of the opinion, therefore, that the assets of the Fund at 
December 31, 1976 were sufficient to meet all the liabilities of the Plan 
in respect of services rendered by members up to that date. 


Respectfully submitted 


THE WYATT COMPANY 


Kb 250 7 


Marche jp7b977 RawAl Vin, Fielden. S.A. 
Fellow, Canadian Institute of Actuaries 
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Schedule 3 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


Summary of Historical Highlights 


1962 — An Act establishing the Ontario Municipal 
Employees Retirement System was given Royal 
Assent on April 18th. 


1983 — The first members of the System were 
enrolled on January 1st and the first contributions 
received one month later. 


1965 — Amendments were made for the “‘locking-in” 
of contributions as required under The Pension 
Benefits Act. 

fter July 1, 1965 ail persons engaged by a 
municipality or local board must participate in 
OMERS to receive pension benefits. 
Provision was made for OMERS to manage and 
administer other pension plans. 


1966 — The contributions and benefits were in- 
tegrated witn the contributions and benefits of the 
Canada Pension Plan. 

Employees of eleciric utilities became members of 
OMERS for the first time. 


1867 — The supplementary benefit program was in- 
troduced. 


1988 — The eleven member Board was appointed by 
tne Lieutenant Governor in Council on January 1. 
The interest rate on tne special Provincial deben- 
tures issued to OMERS at each year end was 
increased from 5% to 6%. 

Tne benefit formula was increased 10% from 2% of 
career earnings to 2.2% of career earnings. 


1989 — A disabled widower was extended the same 
benefits as a widow on the death of a member. 


1970 — The interest rate on the special Provincial 
debentures issued to the Board at each year end 
was changed from 6%2% to the average borrowing 
costs of the Province during a year. 


All basic pension benefits earned or payable on 
December 31, 1970 were increased by 10°: 


1971 — All basic pension benefits earned or payable 
at December 31, 1971 were increased by 5°>. 

In addition to the 50% widows’ and disabied 
widowers’ pensions payable on the deain of 2 
member, a further pension of 10% for each child of 
the deceased member to a2 maximum of 25% Was 
introduced. 


1972 — Councillors became eligible for membersrig 
in the System. 

All basic pension benefits earned or pay2ole an 
December 31, 1972 were increased by 5% 


1973 — An employer could improve the pensions be- 
ing paid to retired employees through the System. 


were retroactively adjusied. 
All basic pension benefits earned or payable at 
December 31, 1973 were increased by 5% 


1974 —- A portion of available funds cou'd be in- 
vested in marketable securities under the provisions 
of The Pension Benefits Act commencing in 1975. 


1975 — All basic pension benefits earned by acive 
and deferred members as at December 31. 1975 
were increased by 10%. 

All pensions being paid to retired memoers ‘on 
Decernber 31, 1975 were increased 102%. 

A widower of a member became entitled to tne sa 
50% pension as a widow on the death of 2 member 


1976 — Optional service, being Service with another 
governmental employer or war service was added to 
the supplementary benefit program. 


ee ese 


Schedule 4 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


Summary of Benefits 


Basic Benefits 


Normal retirement at ace 65 — except in the case of 
solicemen and firemen who may, if the employer elects. retire at 


age 60 


A normal retirement pension based on earnings while a member 


of ime System 
(a) before January 1, 1966 — 2% oi earnings, 


(o) January 1, 1966 to December 31, 1967 — 2% of earnings 
n excess of the maximum pensionable earnings under the Canada 
Pension Plan ($5,000 in 1986 and 1967) and 1.45% of earnings 
not in excess of such maximum if normal retirement is age 65 or 
1.54% if normal retirement is age 60; 


fc) after January 1, 1968 — 2.2% of earnings in excess of the 
maximum pensionable earnings under the Canada Pension Plan 
($5,200 in 1969) and 1.6% of earnings not in excess of such 
maximum if normal retirement is age 65 or 1.69% if normal retire- 
mentis age 60; 


(d) all pension earned under (a). (b) and (c) above has been 
noreased cumulatively 40% as follows — 1975 - 10°%o: 1973 - 
5%: 1972+ 5%: 1971 - 5%; 1970 -10%. 


A tatal and permanent disability retirement pensicn after 10 
years of municipal service, that is the same amount as the normal 
retirement pension at date of cisability 


A pension to a widow or widower of one-half. the member's 
pension plus 10% for each child under 18 years cf age to a 
maximum of 25% and where no widow or widower a pension of 
one-half the member's pension to the child or children of the 
member under 18 years of age. 


A deferred pension, payable at norma! retirement age. if a 
mamber ceases to be employed before his normal retirement date 
— the pension benefits earned by a member under the System 
vest immediately in the member. 


An early retirement pension, commencing within the 10 year 
Deriod before normal retirement. age, which is the actuarial 
equivalent of the normalretirement pension. 


A refund of the contributions of a member plus interest if the 
member terminates his employment, except if at termination the 
member has ten years of continuous service and is over 45 years 
of age, his contributions made after January 1, 1965 may not be 
refunded. 


Supplementary Benefits 


Type | — Final Average Earnings Pension 

The Type | provides a benefit based on final average earnings 
and credited service at rettrement date. The benefit includes the 
pension earned under the Basic Pian. When service prior to enral- 
ment in OMERS forms part of the total credited service, any pen- 
sion earned under a orior service agreement or approved pension 
plan is deducted. Tne integrated amount (Q.7 %9) in the formula may 
be deferred until age 65 when the Canada Pension Plan (CPP) 
benefit is payable. 


Type If — Increased penszon for service up to the end of the 
preceding year (up-date) 


The Type Il provides a benefit based on average annual earn- 
ings and credited service prior to the date of the Agreement. The 
integrated amount (0.7 2%) im the formula may be deferred until age 
65 when the Canada Pensiesn Plan benefit is payable. 


The Type !I benefit is frxed and includes the benefit earned 
under the Basic Plan prior to the date of the Agreement. When 
service prior to enrolment in OMERS forms part of the total 
credited service, any pension earned under a prior service agree- 
ment or approved pension pian is deducted. 


Type Il — Unreduced Eartw Retirement Pension 


Normally, if a member retires early (within 10 years of normal 
retirement date) the pension benefit payable is actuarially re- 
duced. The Type Ill benefit provides for payment of an unreduced 
early retirement pension if a member retires within 10 years of, 
normal retirement date und=r the following conditions: 


(a) completion of 30 or more years of comtinuous service with 
the employer, or 


(b) retirement due to permanent partial disability as determined 
by the employer. 


The Type Ill benefit may be provided using only one ci the condi- 
tions (a) or (b) above. It may be combined with the basic OMERS 
plan only or with a Type lor Type ll Agreement. 


Contributions — Under supplementary benefits the employer 
entering inlo the agreement with the Board is responsible for tne 
additional costs, however, the members covered under the agree- 
ment may also contribute ta the costs 


Optional Service — The service of a member with another 
governmentat employer of war service May be added to a Tyee! 
or Type Il benefit and the member must contribute on a formula. 
basis to be entitled to this service. pi 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


1977 Annual Report 
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3 JASTOIMUM OIRATO! 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 
2 BLOOR STREET WEST (27TH FLOOR), TORONTO, ONTARIO M4W 3€2, (416) 967-0637 


May 1, 1978 


Honourable W. Darcy McKeough 

Treasurer of Ontario and Minister 

of Economics and Intergovernmental Affairs 
Frost Building South, Seventh Floor 
Queen’s Park 

Toronto, Ontario M7A 1Y7 


Dear Mr. McKeough: 


| am pleased to present the Annual Report of the Ontario Municipal Employees Retirement Board 
for the year ending December 31, 1977 in accordance with section 3(6) of The Ontario Municipal Employees 
Retirement System Act. 


The 1977 Annual Report marks the fifteenth year that OMERS has provided pension benefits to 
the employees of municipalities and local boards in Ontario and the tenth year that the management and 
administration of the System has been the responsibility of the eleven member board appointed by the 
Lieutenant Governor in Council. 


The accompanying report, containing statistical and financial data and outlining the activities of 
the Board during the year 1977, shows a further growth in al! aspects of the System. There are now 980 
municipal employers participating in OMERS, 106,000 contributing members and 13,000 retired members 
or dependants of members receiving pensions. Invested assets at cost now exceed $1,330,000,000 with 12% 
of these assets invested in marketable securities. 


1977 marks the last year that the pension benefits of OMERS are based on the career average 
earnings of the members. On January 1, 1978 all pensions will be based on the final average earnings of 
members and during 1977 the Board finalized the change in formula and cornmunicated the changes to 
the members and participating employers. 


On behalf of the members of the Board, | would like to thank you for your guidance and assistance 
during the year and for the opportunity we have to manage the retirement benefits of the employees of 
municipalities and local boards in Ontario. 


The accompanying report is respectfully submitted to you. 


Yours truly, 


ye 


Ronald F. Bevan 
Chairman 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 
1977 ANNUAL REPORT 


INTRODUCTION 


1977 marks the completion of fifteen years of opera- 
tion for OMERS and the tenth year that the management 
and administration of the System has been the responsi- 
bility of the eleven member Board. 


1977 also marks the end of the ‘‘career average 
earnings’ pension formula which will be replaced by a 
final average earnings formula commencing January 1, 
1978 and applicable to all service of members since enrol- 
ment in OMERS. 


The management and administration responsibilities 
of the Boardinclude organization and staffing, the receipt 
and investment of funds, the calculation and payment of 
benefits, the participation of employers, the enrolment 
of members, the maintenance of individual member 
records, communication with members and employers, 
review of actuarial valuations and financial reporting. 
In addition, the Board undertakes research in benefit 
development and recommends changes to The OMERS 
Act and Regulations. 


The pension program of OMERS divides into four 
parts: 


(i) | the basic OMERS plan to which each participat- 
ing employer and each member contributes; 


(ii) the supplementary benefit programs which pro- 
vides benefits in addition to the basic plan on an 
optional basis to individual employers and 
groups of employees of these employers; 


(iii) prior service agreements which absorbed plans 
in existence when OMERS was established, and 


(iv) a scheme whereby individual employers may 
increase the pensions of their retired municipal 
employees. 


In addition to these responsibilities, the Board also 
administers under agreement, separate pension plans of 
Ryerson Polytechnical Institute, the Colleges of Applied 
Arts and Technology, and the Elliot Lake Centre d’Elliot 
Lake. 


This report outlines the Board's activities during 1977 
including changes to the pension benefits, the further 
development of the investment program and the adminis- 
tration of the basic plan, the suoplementary benefit 
program and the managed plans. 


MAJOR ACTIVITIES IN 1977 


Benefit Changes 


Although no changes were made to The OMERS Act 
in 1977, a major revision was made to the Regulations 
under the Act to introduce the changes applicable to the 
final average earnings basic pension formula on January 
1, 1978, to eliminate references to the former career 
average earnings basic pension formula, and to provide 
the required amendments to the supplementary benefit 
program because of the change. Details of the pension 
benefits on the new final average earnings basis are found 
on Schedule 4 of this report. 


In addition to the change in the basic pension formula, 
the following changes were made to the Regulation: 


@ interest charged employers on the late remittance 
of monthly contributions was increased from one- 
half of one per cent per month to one per cent per 
month effective in 1978 


e interest on the refund of employee contributions 
will be accumulated at five per cent per annum 
from 1978 onwards, increased from three per cent 


© a ‘‘continuous full-time employee” was defined and 
special provisions made for other than continuous 
full-time employees 


® member contributions were increased one and one- 
half per cent effective January 1, 1978 


@ provision was made for an employee to pay double 
contributions during an authorized leave of absence 
without pay and other specified leaves 


e total disability retirement benefits were impraved 
to include inability to perform regular duties dur- 
ing the first two years of disability and also to 
allow the disabled member the option of continued 
accrual of service without contribution or a pension 
benefit 


e the eligible age of children was increased from 
eighteen years to twenty-one years for pensions in 
respect of deceased members. 


The Board established rates of employer contributions 
effective January 1, 1978 as required under the Regula- 
tion by increasing the rates by one and one-half per cent, 
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thus continuing the equa! sharing of contributions by 
members and employers that has been in effect since 
1963: 


Communication 


In 1977, the Board introduced the “OMERS UP- 
DATE” which will be released three times a year outlin- 
ing the considerations and decisions of the Board at the 
regular monthly meetings. UPDATE is issued to em- 
ployers in sufficient quantity for posting in locations 
accessible to employees and is also sent to various 
member and employer organizations. 


The Board also authorized the release of all actuarial 
valuations of the basic Fund to interested member and 
employer representatives. 


Another feature introduced by the Board in 1977 in 
an attempt to communicate with participants was the 
policy to hold two Board meetings each year outside of 
the Board’s offices in Toronto. In September, 1977 the 
Board met in the City of Sault Ste. Marie and in conjunc- 
tion with this meeting held a seminar on the changes to 
final average earnings and a general discussion meeting 
with member and employer representatives in the District 
of Algoma. 


The staff conducted about fifty seminars between 
August and November, 1977 in all parts of the Province 
to explain the new final average earnings plan and answer 
questions of members and employers. 


Over the last ten years, the Board has attempted to 
communicate the various aspects of the System to the 
employee and employer participants, to meet with 
various representatives to discuss possible changes, and to 
explain the changes to be made and has encouraged 
delegations to attend Board meetings. In addition, the 
Board has adopted a freedom of information for members 
and employers and the policies adopted by the Board in 
1977 now freely make available on request information 
on all aspects of the System. 


PENSION ADMINISTRATION 


Finance 


A ten year review of financial and membership 
statistics is presented in Schedule 1 of the Report. 


The following table highlights the financial aspects of 
the basic plan and the magnitude of the change between 
1976 and 1977: 


(S$ Million) % Increase 
1977 1976 1977/1976 

Member Contributions $ 70.301 $ 63.495 11% 
Employer Contributions 70.775 63.820 11 
Investment Income 84.267 65.560 29 
Pension Payments 16.660 12.867 29 
Member Refunds and 

Transfers 9.080 9.094 = 
Administrative 

Expenses 1.539 1.427 8 
Held In Trust 
Supplementary Benefits 118.712 87.714 So 
Prior Service Agreements 8.003 8.247 (3) 
Managed Pians 145.852 112.887 29 


The following table shows the costs of administering 
OMERS during the last four years, the fee recoveries for 
the administration of supplementary benefits and man- 
aged plans, the net costs associated with the basic plan 
and the net costs expressed per active member at each 
year end: 


($ Thousand) S77, 1976 17S 1974 


Administrative Expenses: 


Gross Cost $1,539 $1,427 $1,183 $867 
Fee Recoveries PEDO 567 410 288 
Net Cost $978 $ 860 $ 773) $579 


Year-End Membership 106,030 102,432 97,275 88,708 


Cost Per Member $9.22 $8.40 $7.94 $6.53 


Membership 


At the end of 1977, there were 980 participating 
employers comprising 459 municipalities, 122 school 
boards and 399 other local boards. 


On December 31, 1977, there were 106,030 contribu- 
ting members, an increase of 3.5% during the year. At 
year end there were 13,160 retired members or bene- 
ficiaries in receipt of a pension, an increase in 1977 of 
14.7%. On December 31st, 3,859 former members had 
terminated their service and elected to leave their con- 
tributions in OMERS and receive a pension on their 
normal retirement date. 


During 1977, 12,263 members were enrolled in 
OMERS and 5,962 members on termination elected a 
refund of their contributions. 
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* When OMERS was established in 1963, one of the 
primary objectives was to provide adequate pensions at 
reasonable cost to the many smaller municipalities with 
only a few employees. At the end of 1977, 544 of the 
980 employers (55%) had fewer than 25 employees and 
in total represented 4,143 members or only 4% of the 
total membership. This objective was only attainable 
by the support of the larger municipalities and local 
boards and this is evidenced by the fact that there are 48 
employers (5% of the total) with 56,000 members or 
53% of the total membership. To complete this summary 
of membership and participation there are 389 employers 
with between 25 and 500 employees, making up 40% of 
the employers and 43% of the members. 


The number of employers and members who have 
utilized the supplementary benefit program. to augment 
the basic pension benefits of OMERS, by the addition of 
past service benefits, improved future service benefits and 
improved early retirement benefits, has increased steadily 
during the last few years. 


At the end of 1977, there were 20,368 members 
covered by a Type | supplementary benefit plan and 
6,020 of these members were also covered under the 
early retirement Type II! benefit. 5520 members were 
covered under the Type I! (update) supplementary bene- 
fits and 2,847 of these also benefited from the Type II! 
provisions. In addition, 3,009 members enrolled in the 
basic plan only were covered under a Type |! agreement. 


Type | supplementary benefits will undergo major 
changes in 1978 with the conversion to a final average 
earnings basic plan since the future service component 
of these benefits will become redundant and be provided 
to all members through the basic plan. 


INVESTMENT PROGRAM 


The investment of funds accumulated each year and 
not required for the payment of benefits and expendi- 
tures can be categorized into two parts. The first part, 
which began in 1963 and is now scheduled to end in 
1978, was the purchase each year of non-marketable 
Province of Ontario debentures. The second part, which 
began in the last quarter of 1975 and will become the 
pattern for the future, is to invest in marketable securi- 
ties such as mortgages, bonds, common stock, real estate, 
etc. within the limitations of The Pension Benefits Act. 
The investment program includes funds generated from 
the basic OMERS plan, prior service and supplementary 
agreements and from the managed plans. All figures 
quoted relate to the total pooled investment program. 


Since the non-marketable Provincial debenture pro- 
gram is being phased out in 1978, it seems appropriate 
to provide a history of this portion of the investment 
program. 


The following table shows the amount invested each 
year from 1963 to 1977 in the non-marketable Provincial 
debentures, the term of the investment and the rate of 
interest on each year’s debenture. The legislation original- 
ly provided for these debentures to bear interest at 5% 
per year, but this was changed in 1968 to 64% per year. 
In 1970, a further change was made and from that year 
the rate of interest reflects the weighted average borrow- 
ing costs of the Province of Ontario or guaranteed by the 
Province and issued in Canadian funds for longer terms. 
In 1973, the interest rate on the debentures that had 
been issued from 1963 to 1967 at 5% and in 1968 and 
1969 at 6%% was changed to reflect the Province’s 
average borrowing costs in each original year of issue. 


Interest 
Year Term Principal Original Actual 
of Issue to Maturity Amount Rate Rate 
($ Million) 
1963 30 years $ 4.400 5 5.49% 
1964 30 10.700 5 5.56 
1965 30 14.100 5 5.54 
1966 30 20.100 5 6.00 
1967 30 24.900 5 6.30 
1963 30 33.100 6.5 7.21 
1969 30 46.700 6.5 8.19 
1970 30 57.600 9.10 
1971 30 75.000 Tits, 
1972 30 91.300 8.02 
1973 20 125.100 S15 
1974 20 138.125 9.81 
1975 20 168.150 10.05 
1976 26 174.500 10.28 
1977 26 187.950 9.45 


At December 31, 1977, OMERS had invested 
$1,171,725,000 in these non-marketable Province of 
Ontario debentures and the weighted average interest 
rate on all such investments is just under 9% per year. 


In 1975, The OMERS Act was amended to allow the 
Board to invest a portion of available funds each year in 
marketable securities under the provisions of The Pension 
Benefits Act and this program commenced October, 
1975. Because of the complex nature of this responsi- 
bility, the Board created an Investment Policy Committee 
and appointed seven persons to the Committee. Two of 
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the appointments are senior staff members, one is a 
member of the Board and four are persons with senior 
investment experience in the private sector. 


This Committee was formed in May, 1975 and meets 
regularly once each month. The Committee recommends 
to the Board for approval the broad investment policies 
to be followed, develops investment strategies to carry 
out this policy and determines the investment latitude 
for the staff of OMERS who carry out the day to day 
investment program. 


The assets under administration have had dramatic 
year to year growth and this growth will continue during 
the next few years. The following table traces the port- 
folio from 1975 to the end of 1977 showing assets at 
book value within the various classes of marketable 
securities: 


Investments at Book Value 


($ Million) as at December 31 

Asset Class : 1977 1976 1975 

Mortgages $ 92.724 $38.576 $ 7.359 

Bonds 42.703 27.278 6.874 

Equities 15.061 8.287 501 

Real Estate 7.619 2.543 1.010 
$158.107 $76.684 


$15.744 


The policy established in 1975 for market investments 
by the Board provided for the following percentage 
ranges by class of the total assets — mortgages 5Or 7/5; 
bonds 20 - 40; common stock O - 20; and real estate 
OR 50: 


At year end the market investments were 59% in 
mortgages, 27% in bonds, 9% in equities and 5% in real 
estate, all within the policy parameters established by 
the Board. While the book or cost value of the market 
investments was $158,107,269, the market value at 
December 31, 1977 has been estimated at $165,095,042 
or $6,987,773 greater than book, representing unrealized 
appreciation of 4.4% of the book value. 


The average yield in 1977 on the market investments 
was 10.68% using the formula of investment income 
divided by one-half the sum of the book value of the 
investments at the beginning of the year plus the book 
value at year end less the investment income during the 
year and time weighting the investments by month dur- 
ing the year. 


The average yield in 1977 combining both the non- 
marketable Provincial debentures and the market invest- 
ments using the formula in the above paragraph was 9.1%. 


The portion of total funds available for investment 
each year since 1975 that have been invested in market- 
able securities, as distinct to the non-marketable Provin- 
cial debentures, has been increasing. In 1975, it was 
about 9%, increasing to 26% in 1976 and to 30% in 1977. 
In 1978, it is projected to increase to 60% and in 1979 
to 100%. Thus, in a period of just over three years, the 
investment program of OMERS will have been com- 
pletely changed from non-marketable investments with 
the Province to completely marketable investment 
vehicles. The main objective of OMERS in seeking and 
achieving this major shift in investment strategy is to 
maximize the rate of return rates taking account of the 
higher risk in such investments. Maximization of the 
rate of return will, in the long run, immeasurably assist 
in the financing of the pension benefits and the improve- 
ment of benefits. 


ACTUARIAL VALUATIONS 


During 1977, the Board reviewed with the actuary the 
actuarial valuation of the basic OMERS fund as at 
January 1, 1976 and January 1, 1977. The January 1, 
1977 valuation will be the last one based on the accumu- 
lation of pension benefits on a career average basis. The 
valuation as at January 1, 1976 was filed with The 
Pension Commission as required under The Pension 
Benefits Act provisions of triennial reporting. 


The results of these two valuations are presented in 
the following table and present the minimum funding 
requirements of The Pension Commission of Ontario. 
Stated briefly, the results represent the present value as 
of the valuation date of the liability for pensions earned 
by members or under payment to retired members or 
their beneficiaries using a 6% interest factor and this is 
compared to the value of the assets on hand to meet 
these liabilities. Since the valuation results reflect only 
the minimum funding requirements for a career average 
pension formula, the Board, on the advice of the actuary, 
has always reserved as contingency 10% of the assets to 
avoid future cost fluctuations. 
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(SMillion) Actuarial Valuation Results 


as at January 1 


Oa, 1976 


Assets on Hand $869.075 $690.645 
Less 10% Contingency Reserve 86.908 69.065 
Available Assets $782.167 $621.580 
Present Value of Liabilities for: 
Pensioners $147.816 $111.241 
Deferred Pensions 13.462 11.629 
Contributing Members 597-165 507.250 
$758 .443 $630.100 
Surplus (Deficiency) $ 23.724 


($ 8.520) 


In December, 1977, the Board recommended a 3% 
increase to all persons receiving a pension on December 
31,1977 with the increase to be included in the March 1 


, 


1978 pension cheques and to continue thereafter, This” 


increase added $5,600,000 to the liabilities of the fund 
in respect of the pensioners as at March 1, 1978. The 
Board also recommended to the Government that this 
be the last increase paid from the Fund unless other 
means of funding such increases are implemented. 


MANAGED PLANS 


The Board has entered into agreements to manage 
and administer separately from OMERS, the pension 
plans of Ryerson Polytechnical Institute, the Colleges of 
Applied Arts and Technology and the Elliot Lake Centre 
d’Elliot Lake in accordance with the provisions of Section 
15 of The OMERS Act. 


The Board recovers the cost of this administration 
from the individual plans so there is no charge against 
the operation of OMERS. 


Schedule 2 of this report presents a ten year review of 
financial and other data related to the growth and 
development of these plans. During 1977 the OMERS 
staff worked closely with those responsible for the policy 
development aspects of the plans and provided reports 
and studies on request. The main functions of the Elliot 
Lake Centre d’Elliot Lake were transferred, in 1976, to 
Sault College of Applied Arts and Technology along with 
the majority of the staff of the Centre, and the contribu- 
tions and pension credits of these employees were trans- 
ferred to the College’s pension plan. 


THE BOARD AND ITS ADVISORS 


Mr. J.L. McLeish of London, Ontario left the Board 
in 1977 and was replaced by Mr. A. Roberts, of the St. 
Catharines Public Utilities Cormmission. Mr. McLeish had 
been a member of the Board since its inception in 1968 
serving two years as Vice-Chairman and two years as 
Chairman of the Board. 


Mr. L.D. Groombridge of Chatham, Ontario com- 
pleted his tenth year of membership on the Board on 
December 31, 1977 and was replaced in 1978 by Mr. D. 
Schaefer, of the City of Waterloo. Mr. Groombridge also 
served as Vice-Chairman of the Board for two years and 
Chairman for two years. 


Mr. McLeish and Mr. Groombridge rendered valuable 
service and direction to OMERS and to the retirement 
program of the employees of municipalities, and local 
boards in Ontario. During their association with OMERS 
the number of pensioners increased from 1,200 to 
13,000, contributing members increased from 47,000 to 
106,000, invested assets from $75,000,000 to 
$1,330,000,000 and the number of participating em- 
ployers from 570 to 980. They also participated in the 
development of the supplementary benefit program, the 
provision of a series of improvements to the career 
average formula, the introduction of the final average 
earnings formula and the investment of funds is market- 
able securities. 


Mr. R.A. Field of the Wyatt Company continued to 
provide actuarial consulting service to the Board during 
1977, Mr. Purdy Crawford, O.C. of the legal firm of 
Osler, Hoskin and Harcourt and Dr. R.G. MacKenzie 
respectively provided legal and medical advice during the 
year. The firm of Coopers & Lybrand continued as the 
appointed auditors of the Fund. 


The fifty-seven members of the OMERS staff and the 
employees of the 980 participating employers played key 
roles in attempting to provide a high degree of service 
to the members in the administration of their retirement 
program. 
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CONCLUSION 


In 1977, the Ontario Government established a Royal 
Commission on the Status of Pensions in Ontario. The 
Commission sought briefs from interested groups and 
individuals and scheduled public hearings. in 1978. The 
Board submitted a brief to the Royal Commission out- 
lining the establishment, growth and major features of 
OMERS. The Board also provided comment on coverage, 
level of pensions, portability, indexing, funding and dis- 
closure — items currently considered essential to improv- 
ing pensions for the people of Ontario. Copies of this 
brief are available on request. 


The findings of this Royal Commission and possible 
Government action in the pension area could have far 
reaching effects on retirement programs, including 
OMERS, and the Board will be most interested in the 
results of this examination of pensions in Ontario. 


The members of the Board appreciate the oppor- 
tunity to manage and administer OMERS, a retirement 
program operated for the employees of local government 
in Ontario. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Balance Sheet 
as at December 31, 1977 


Assets 

Investments (notes 1 and 2) 
Contributions receivable 
Accounts receivable 
Accrued income 


Cash 


Reserves and Liabilities 
Reserves for: 
basic benefits (note 3) 
prior service benefits (note 4) 


supplementary benefits (note 4) 


Deposits from administered pension 
funds (note 5) 


Accounts payable and accruals 


Pension benefits payable 


Signed on behalf of the Board 


Cats Se 
Member 


oe te ae Member 
VAs 


$1,329,832,269 
18,766,288 
242,733 
2,550,983 
17,209 


$1,351,410,182 


$1,078,780,582 
8,002,509 
118,712,148 


$1,205,495,239 


$ 145,851,807 
54,775 


8,361 


$1,351,410,182 


= 


$1,060,459,105 
16,012,390 
240,961 


1,212,661 


$1,077,968,473 


$ 869,075,838 
8,246,986 


87,713,595 


$ 965,036,419 


$ 112,887,168 
32,030 


12,856 


$1,077,968,473 
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Schedule of Administrative Expenditures 
for the year ended December 31, 1977 


1977 
Personal services including employee benefits 
Salaries of regular staff $ 796,949 
Salaries of casual staff 29,663 
Pensions 46,765 
Unemployment insurance 9,833 
Workmen’s Compensation WSzn 
Hospital and medical insurance 25,986 
Term-life insurance 4,929 
Long-term disability insurance 6,674 
$ 922,170 
Transportation and Communication 
Travel expenses, :nciuding overtime meal allowances $ 34514 
Telephone 30,570 
Postage and express 33,906 
$ 98,990 
Purchases of service 
Actuarial services $ 33,690 
Audit services 18,000 
Medical services 4155 
Legal services 40,746 
Other professional services 37,829 
Recruitment and training of employees 6,693 
Rental of Offices 113,140 
Rental of equipment, including data processing 73,348 
Maintenance and repair of equipment 2,622 
Electricity 7,229 
Insurance 2,/69 
Board's services 25,594 
$ 365,815 
Materials and supplies 
Furniture and equipment purchased Sy RINE. 
Supplies and stationery 67,132 
Publications for members and employers 58,365 
Alterations to offices 4,083 
$ 152,291 
Total expenditures 


$1,539,266 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


1976 


$ 726,852 
11,088 
40,385 

TISSy 
1,090 
20,668 
4,504 
basi 


$ 819,856 


$ 81,358 


S21e4 725 
17,450 
4,230 
20,849 
32,678 
6527 
104,049 
84,759 
3,141 
4,717 
212 
19,826 

$ 334,163 


$ 30,798 
75,475 
35,243 
50,060 

$ 191,516 


$1,426,893 


ONTARIO MUNSCIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 
for the year ended December 31, 1977 | 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Investments 


Investments are recorded in the accounts at cost. Gains or losses on their disposal are credited or charged to 
income. Income from investments is recorded on the accrual basis. 


Contributions 


Member and employer contributions received subsequent to the year-end, but which are applicable to the current 
year, are recorded as receivables. 


Benefits 


Payments for benefits are recorded in the year in which such payments are made. 


INVESTMENTS 


The following is a description of the investments: 
(a)Province of Ontario debentures issued under section 7(3) of the Ontario Municipal Employees Retirement 
System Act. 


Weighted Average 


Date of Maturity Interest Rate Cost 

December 31, 1993 8.06% § 129,500,000 
December 31, 1994 9.50% 148,825,000 
December 31, 1995 9.70% 182,250,000 
December 31, 1996 6.00% 20,100,000 
December 31, 1997 6.30% 24,900,G00 
December 31, 1998 7.21% 33,100,000 
December 31, 1999 8.19% 46,700,000 
December 31, 2000 9.10% 57,600,000 
December 31, 2001 7.85% 75,000,000 
December 31, 2002 9.50% 265,800,000 


December 31, 2003 9.45% 187,950,000 


$1,171,725,000 


Market value for the Ontario debentures has not been determined as these debentures have no quoted market value. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 


for the year ended December 31, 1977 


INVESTMENTS (continued) 


(b)Investments commencing September 30, 1975 under section 7(3b) of The Ontario Municipal Employees 
Retirement System Act which are subject to the limitations of The Pension Benefits Act 


WH 1976 


Bonds and Debentures 
Mortgages 
Equities 


Market Value 


S$ 43,381,855 
97,788,254 
16,305,908 


Cost 


S 42,703,061 
92,724 391 
15,060,792 


$150,488,244 


Market Value 


$ 28,479,000 
40,513,691 
8,693,900 


Cost 


$ 27,277,875 
38,575,847 
8,286,878 


$ 74,140,600 . 


$157,476,017 $ 77,686,591 


Real Estate 7,619,025 


$158,107,269 


2,543,505 
$ 76,684,105 


Market value is quoted value for bonds and debentures and equities. 
Market value for mortgages is computed based on market yields. 


(c) Total Portfolio, at cost $1,329 832,269 $1,060,459,105 


BASIC BENEFITS RESERVE 


The basic benefits reserve is maintained for the payment of pensions to retired members or their beneficiaries 
and the future payment of pensions and benefits to contributing members and to terminated members who have 
elected a deferred pension. 


The latest actuarial valuation of the Fund dated January 1, 1977 determined the total actuarial liabilities of the 
Fund for basic benefits to be $758,443,000 using the minimum funding basis provided under the Pension Benefits 
Act. The basic benefits reserve to meet these liabilities as at December 31, 1976 was $869,075,838, resulting in an 
actuarial surplus of $110,632,000. 


As of January 1, 1978, a new final average earnings pension formula was introduced to replace the forrner career 
average earnings formula and simultaneously both employee and employer contributions were increased. The effect 
of the new pension formula on the actuarial liabilities of the Fund will be determined in the next actuarial valuation 
as at January 1, 1978. The December 31, 1977 basic benefits reserve available to meet actuarial liabilities as at 
January 1, 1978 was $1,078,780,582. 


PRIOR SERVICE AND SUPPLEMENTARY BENEFITS RESERVES 


Under the terms of. The Ontario Municipal Employees Retirement System Act, an employer who participates in 
OMERS may enter into an agreement with the Board for the provision of prior service benefits and/or of supple- 
mentary benefits. Each employer is responsible, individually, for the cost of funding such benefits. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 
for the year ended December 31, 1977 


ADMINISTERED PENSION FUNDS 


The administered pension funds (which are administered on behalf of the Colleges of Applied Arts and 
Technology, the Ryerson Polytechnical Institute and the Elliot Lake Centre d’Elliot Lake) are credited with 
amounts which are equal to the income received by the Fund from the investment of the monies deposited in 
the Fund by the administered pension funds. 


ANTI-INFLATION ACT 


The Anti-Inflation Act, effective October 14, 1975, provides for the restraint of prices, profit margins, compen- 
sation and dividends. Pursuant to an agreement between the Province of Ontario and the Government of Canada, 


the staff who administer the Fund are subject to the Act. At December 31, 1977, the Fund has no unrecorded or 
contingent liability in that respect. 


LEASE COMMITMENT 


The administration of the Fund is conducted on leased premises and the Fund has entered into a lease agreement 
which involves a minimum annual rental of $120,638 to 1981 and $96,330 to 1986. 
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AUDITORS! REPORT 
TO THE 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


We have examined the balance sheet of the Ontario Municipal 
Employees Retirement Fund as at December 31, 1977 and the statement 
of the reserves for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in 


the circumstances. 


In our opinion, these financial statements present fairly 
the financial position of the Fund as at December 31, 1977 and the 
results of its operations for the year then ended in accordance with 
generally accepted accounting principles applied on a basis consistent 


with that of the preceding year. 
Views 


CHARTERED ACCOUNTANTS 


Aisi 


& 
vero JAVLOIMIM GinaTHOD 
. vo 

: i 
oft Becimexe svat a 
eo 24 en baw) ta tie) Ee 
falas ota weay lt tol seve 
# bsiqeasa: vi intone, harkens 
“uteso1d t9i139 bns ates 
i ae 


jonenh? sendy ,holntge 
see terol ai ails iq nod aLon 
§ yaey of) wa? aces inzeqo 
aafql 1y prbinteose berqa 
aay QUbbesere 


BOSTON 
CHICAGO 
CLEVELAND 
CALLAS 
DETROIT 
FORT WORTH 
HONOLULU 
HOUSTON 
LOS ANGELES 
MIAMi 


ACTUARIES-EMPLOYEE BENEFIT CONSULTANTS-RISK MANAGEMENT CONSULTANTS 
INTERNATIONAL BENEFITS -EMPLOYEE COMMUNICATIONS 
141 ADELAIDE STREET West 
TORONTO, ONTARIO MSH 3L5 


(416) 662-0393 


Actuarial Certificate at December 31, 1977 
eee tele St LCCEMIDED Dt aL7 


Ontario Municipal. Employees Retirement Fund 


MINNEAPOLIS- 
ST PAUL 
NEW YORK 
ORLANDO 

PHILADELPHIA 

SAN FRANCISCO 


WASHINGTON 


MONTREAL 
OTTAWA 
TORONTC 
VANTOUVER 


The most recent actuarial valuation of the above Plan was conducted at January |, 1977 


using the unit credit cost method. 


The results of the valuation indicated a surplus of $110.632 million at January 1, 1977 
and that the existing levels of employee and employer contributions are sufficient to 
meet the cost of benefits to be earned each calendar year until the next actuarial 
valuation is made. 

We are of the opinion, therefore, that the assets of the Fund at December 31, 1977 are 
sufficient to meet all the liabilities of the Plan in respect of services rendered by 
members up to that date. 

Respectfully submitted 


THE WYATT COMPANY 


March 30, 1978 R. Alvin Field, F.S.A. 
Fellow, Canadian Institute of Actuaries 
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Schedule 3 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 
. Summary of Historical Highlights 


1862 — An Act establishing the Ontario Municipal Em- 


ployees Retirement System was given Royal Assent on 
April 18th. 


1963 — The first members of the System were enrolled 
on January 1st and the first contributions received one 
month Jater. 


1965 -—- Amendments were made for the “‘locking-in’’ of 
contributions as required under The Pension Benefits Act. 


After July 1, 1965 ail persons engaged by a municipality 
or locai board must participate in OMERS to receive 
pension benefits. 


Provision was made for OMERS to manage and adminis- 
ter other pension plans. 


1866 — The contributions and benefits were integrated 
with the contributions and benefits of the Canada Pen- 
sion Plan. 


Employees of electric utilities became members of 
OMERS for the first time. 


1867 — The supplementary benefit program was intro- 
duced. 


1868 — Theeleven member Board was appointed by the 
Lieutenant Governor in Council on January 1. 


The interest rate on the special Provincial debentures 
issued to OMERS at each year end was increased from 
5% to 62%. 


The benefit formula was increased 10% from 2% of 
career earnings to 2.2% of career earnings. 


1869 — A disabled widower was extended the same 
benefits as a widow on the death of a member. 


1970 — The interest rate on the special Provincial de- 
bentures issued to the Board at each year end was 
changed from 6%% to the average borrowing costs of the 
Province during a year. 


All basic pension benefits earned or payable on December 
31, 1970 were increased by 10%. 


du) hes 


1971 — All basic pension benefits earned or payable at 
December 31, 1971 were increased by 5%. 


In addition to the 50% widows’ and disabled widowers’ 
pensions payable on the death of a member, a further 
pension of 10% for each child of the deceased member to 
a maximum of 25% was introduced. 


1972 — Councillors became eligible for membership in 
the System. 


All basic pension benefits earned or payable on Decem- 
ber 31, 1972 were increased by 5%. 


1873 — An employer could improve the pensions being 
paid to retired employees through the System. 


Rates of interest on special Provincial debentures issued 
to the Board during the years 1963 to 1969 were retro- 
actively adjusted. 


All basic pension benefits earned or payable at December 
31, 1973 were increased by 5%. 


1974 — A portion of available funds could be invested 
in marketable securities under the provisions of The 
Pension Benefits Act commencing in 1975. 


1975 — All basic pension benefits earned by active and 
deferred members as at December 31, 1975 were in- 
creased by 10%. 


All pensions being paid to retired members on December 
31, 1975 were increased 10%. 


A widower of a member became entitled to the same 50% 
pension as a widow on the death of a member. 


1876 — Optional service, being service with another 
governmental employer or war service was edded to the 
supplementary benefit program. 

1977 — Pension formula changed from 2.2% career 
average earnings basis to a 2% final everace earnings 
basis, 
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Schedule 4 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 
Summary of Benefits 
as at January 1, 1978 


Basic Benefits 


Normal Retirement at age 65 — except in the case of 
policemen and firemen who may, if the employer elects, 
retire at age 60. 


The annual amount of normal retirement pension pay- ° 


able to a member is 2% of pensionable earnings multiplied 
by credited service, reduced when the member becomes 
entitled to a pension under the Canada Pension Plan. In 
this formula: 


“pensionable earnings’ means the annual average of 
the 60 highest consecutive months of earnings on 
which contributions have been made; 


“credited service’’ means the continuous service of a 
member during the period of time contributions have 
been made; 


“CPP reduction’”’ means 0.7% of the annual average of 
the Year’s Maximum Pensionable Earnings under the 
CPP in the year of retirement and the two preceding 
years times credited service since January 1, 1966. 


Members are guaranteed the amount of pension earned 
to December 31, 1977 on the former career average 
formuta if such pension is greater than the pension calcu- 
lated in the above formula for credited service to 
December 31, 1977 only. 


A total and permanent disability retirement benefit 
for a disability in the first two years that renders a 
member incapable of performing the duties of his or her 
position and thereafter of any substantially gainful em- 
ployment. The totally disabled member may continue to 
accrue credited service without contribution until normal 
retirement age or may elect a disability pension which 
will commence four months after the date of disability. 


A pension to a widow or widower of one-half the 
member’s pension plus 10% for each child under 21 
years of age to a maximum of 25% and where no widow 
or widower a pension of one-half the member's pension 
to the child or children of the member under 21 years 
of age. 


A deferred pension, payable at normal retirement 
age, if a member ceases to be employed before his 
normal retirement date — the pension benefits earned 
by a member under the System vest immediately in the 
member. 


An early retirement pension, commencing within the 
10 year period before normal retirement age, which is 
the actuarial equivalent of the normal retirement pension. 


A refund of the contributions of a member plus inter- 
est if the member terminates his employment, except if 
at termination the member has ten years of continuous 
service with the employer and is over 45 years of age, his 
contributions made after January 1, 1965 may not be 
refunded. 


Portability of the pension accumulation if a member 
transfers employment from one participating employer 
to another within 6 months and to other governmental 
pension plans under special reciprocal transfer agreements. 


Supplementary Benefits 


Type | — Final Average Earnings, Prior Service Pension 

The Type ! provides a benefit based on 2% of final 
average earnings and service before enrolment in OMERS. 
Any pension earned under a prior service agreement or 
approved pension plan during this period of prior service 
is deducted. 


Type {1 — Current Average Earnings, Prior Service 
Pension 
The Type It provides a benefit based on current aver- 
age annual earnings and service before enrolment in 
OMERS. 


The Type II pension benefit is a fixed amount and 
any pension earned under a prior service agreement or 
approved pension plan during this period of prior service 
is deducted. 


Type Ill — Unreduced Early Retirement Pension 

Normally, if a member retires early (within 10 years 
of norma! retirement date) the pension benefit payable 
under a Type | or I! supplementary benefit and the Basic 
Plan is actuarially reduced. The Type II! benefit provides 
for payment of the amount of this reduction if a mem- 
ber retires within 10 years of normal retirement date 
under the following conditions: 


(a) completion of 30 or more years of continuous 
service with the employer, or 


(b) retirement due to permanent partial disability 
as determined by the employer. 
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Schedule 4 Continued 


The Type II! benefit may be provided using only one of 
the conditions (a) or (b) above. It may be combined with 
the Basic OMERS plan only or with a Type | or Type II 
Agreement. 


Contributions — Under supplementary benefits the em- 
ployer entering into the agreement with the Board is 
responsible for the additional costs, however, the mem- 


bers covered under the agreement may also contribute to 
the costs. 


Optional Service — The service of a member with another 
governmental employer or war service may be added to a 
Type | or Type Il benefit and the member must contri- 
bute on a formula basis to be entitled to this service. This 
service becomes additional prior service of the member. 


Schedule 5 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Summary of Marketable Securities 
as at December 31, 1977 


(S Million) 
Amortized Estimated 
Book Market 
Description of investment __Vatue Value 
Mortgages $ 92.724 $ 97.788 
Bonds 
Government or Government Guaranteed $ 13.955 $ 13.974 
Corporate 28.748 29.408 
$ 42.703 $ 43.382 
Equities 
ee. Mutua! Funds $ 10.558 $ 11.889 
i Common Stock 3.186 3.067 
‘Investment Trust Units LESH 1.350 
$ 15.061 $ 16.306 
Real Estate 
Debentures $ 2.609 $ 2.609 
Equity 5.010 5.010 
$ 7.619 $ 7.619 


Total $158.107 $165.095 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 
Re 2 BLOOR STREET WEST (27TH FLOOR), TORONTO, ONTARIO M4W 3E2, (416) 967-0637 


Mr. Frank S. Miller 
Treasurer of Ontario 

and Minister of Treasury 
and Economics 

7th Floor 

Frost Building South 
Queen's Park 

Toronto, Ontario 


Dear Mr. Miller: 


It is my pleasure to present to you on behalf of the Board the Annual 
Report of The Ontario Municipal Employees Retirement Board for the year 
ending December 31, 1978 in accordance with section 3(6) of The Ontario 
Municipal Employees Retirement System Act. 


The accompanying report outlines the activities for 1978 and various 
statistical and financial information at year end. There are 993 munici- 
palities, school boards, utility commissions and various other local boards 
of municipalities participating in OMERS at this time. On December 31, 
1978, there were 115,615 local government employees contributing to the 
System and 14,997 retired employees or their beneficiaries receiving 
monthly pensions. The Board is responsible for the investments of the 
Fund which at year end amounted to $1,622,000,000, with $328,000,000 of 
this amount invested in the traditional capital markets, and the balance 
in non-marketable special Ontario debentures. 


1978 marked the most significant change to OMERS since it became 
operative sixteen years ago when the "career average earnings" formula 
for calculating pension benefits was replaced with a "final average 
earnings" formula which bases pensions on years of service and earnings 
at or near retirement. The actuarial valuation of the Fund on January 1, 
1978 indicates that the current level of member and employer contributions, 
together with the assets and investment income is sufficient to provide 
for the pension benefits indicating a strong financial position. 


On behalf of the members of the Board, I would like to thank you 
and your predecessor Mr. McKeough for your guidance and assistance during 
the year and for the opportunity of serving the members and employers as 
members of the Board. It is a most challenging and rewarding experience. 


The accompanying report is respectfully submitted to you. 


Yours. truly, 


Goake bernard: 
Chairman of the Board 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 
as at December 31, 1978 


Mr. R. F. Bevan, Chairman 
Superintendent 
Niagara Regional Police Force 


Mr. C. R. Bernardi 
Director of Personnel & Labour Relations 
City of Sault Ste. Marie 


Mr. G. E. Boyce 
Superintendent of Business Administration 
Sudbury Board of Education 


Mr. S. P. Dobbin, Employee 
Toronto Board of Education 


Mr. E. Hothersall 
Secretary Treasurer 


BOARD MEMBERS 


Ontario Professional Fire Fighters’ Association 


Mr. G. Mcintyre 
Ministry of Treasury and Economics 


Mr. A. Roberts 
Consumer Relations Representative 
St. Catharines Public Utilities Commission 


Mr. D. C. Schaefer 
Treasurer 
City of Waterloo 


Mr. G. D. Spry 
Ministry of Natural Resources 


Mrs. E. Stewart 
Reeve 
Township of Gloucester 


*Mr. E. C. Hill, Vice-Chairman, resigned November 30, 1978. 


INVESTMENT POLICY COMMITTEE OF THE BOARD 


Mr. R. M. Macintosh, Chairman 
Bank of Nova Scotia 


Mr. J. C. C. Wansbrough, Vice-Chairman 
National Trust Company Limited 


Mr. H. M. Cunningham 
Canada Packers Limited 


Mr. N. J. Short 
Guardian Capital Group Limited 


ADVISORS 
Mr. R. A. Field 
The Wyatt Company 


Actuaries 


Coopers & Lybrand 
Auditors 


Mr. Purdy Crawford, Q.C. 
Osler, Hoskin and Harcourt 


Dr. R. G. MacKenzie 
Medical Advisor 


(iv) 


Mr. D. C. Schaefer 
Member of the Board 


Mr. G. D. Spry 
Member of the Board 


Mr. A. W. Reeve 
Executive Director 


Mr. D. A. Beggs 
Director of Investments 


STAFF 


Mr. A. W. Reeve 
Executive Director 


Mr. G. A. Tyson 
Director of Pension Administration 


Mr. D. A. Beggs 
Director of Investments 


Mr. D. W. Barron 
Special Assistant to the Executive Director 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


1978 ANNUAL REPORT 


INTRODUCTION 


January 1, 1978 marked the beginning of a new 
formula for the calculation of pension benefits from 
OMERS. Pension benefits are now based on the ser- 
vice of a member while a contributor to the System 
and on the annual average of the sixty months of 
consecutive highest earnings of the member. This 
new formula is referred to as a “final average earn- 
ings” formula because, for most members, their 
highest earnings will be in their final years of service 
prior to retirement. 


This change from ‘‘career average earnings” to 
“final average earnings” together with other benefit 
changes, has resulted in additional administrative 
requirements for both the participating employers 
and for the staff of OMERS. The continued co- 
Operation of nearly one thousand participating 
employers during this period of change has been 
most appreciated by OMERS. 


This report outlines the major activities during 
1978 including the investment of funds in market- 
able securities and the administration of the various 
pension programs. 


BOARD RESPONSIBILITIES 


The Ontario Municipal Employees Retirement 
Board is responsible for the management and ad- 
ministration of the System. These responsibilities 
include organization and staffing, the receipt and 
investment of funds, the calculation and payment of 
benefits, the participation of employers, the enrol- 
ment of members, the maintenance of individual 
member records, communication with members and 
employers, financial reporting and reviewing ac- 
tuarial valuations of the Fund. 


The Board also undertakes research and studies in 
benefit development and other current pension mat- 
ters and makes recommendations for changes to 
The OMERS Act and Regulations. 


The Board is comprised of eleven members who 
are appointed by the Lieutenant Governor in Council 
to three year terms with about one-third of the 
membership completing their term each year. Of the 
eleven members of the Board, seven are employees 
of local government, two are elected officials of 
local government and two are Provincial civil 
servants. 


THE PENSION PROGRAM 


The OMERS pension program divides into four 
main parts: 


(i) the basic OMERS plan to which each of the 993 
participating employers and each of the 115,615 
members contribute at uniform rates and 
receive pension benefits based on the same 
formula; 


(ii) the supplementary benefit program which esta- 
blishes pension benefits for the service of a 
member prior to participation in the basic 
OMERS plan, special early retirement pensions 
or optional service entitlements and are pro- 
vided by individual employers for all or groups of 
employees; 


(iii) prior service agreements, which absorbed 
pension plans in existence prior to the establish- 
ment of OMERS; 


(iv) a scheme whereby individual employers may 
increase the pensions being paid to retired 
former employees or their beneficiaries. 


The Board is also authorized to manage and ad- 
minister other governmental pension plans separate 
and distinct from OMERS. Under separate agree- 
ments, the Board manages the pension plans of 
Ryerson Polytechnical Institute, the Colleges of Ap- 
plied Arts and Technology, the Elliot Lake Centre 
d’Elliot Lake and for the Caucus Employees of the 
Legislature. These pension plans are referred to as 
“managed plans” throughout this report. 


MAJOR ACTIVITIES — 1978 


There were no changes to The OMERS Act during 
1978. The Regulations made under the Act were sig- 
nificantly amended in 1977 for the change to a final 
average earnings pension formula and these amend- 
ments took effect on January 1, 1978. 


The Regulations were further amended to provide 
a3% increase in pensions under payment beginning 
on March 1, 1978 for all persons receiving a pension 
on December 31, 1977. In making the recommen- 
dation for this increase, the Board also recom- 
mended that this be the last such ad hoc increase to 
pensions under payment unless alternative means 
could be found to finance such improvements. 


The Board was required to file an actuarial valua- 
tion of the Fund as at January 1, 1978 with The Pen- 
sion Commission of Ontario. Details of this valuation 
are presented later in this report. This valuation 
required the co-operation of each participating 
employer in filing the 1977 member contribution and 
salary data as soon as possible in 1978. All 
employers met the deadline of May 31, 1978 with the 
exception of four employers who returned the data 
in June. This was an outstanding achievement con- 
sidering that in prior years many employers did not 
file this information until August and September. 
The Board is very appreciative of this co-operation 
and effort by the participating employers. 


The introduction of a final average earnings pen- 
sion formula duplicated the future service portion of 
supplementary benefit agreements. Member con- 
tributions to these future service supplementary 
benefits and, in some instances, the employer con- 
tributions, were surplus funds and could be returned 
to the members and employers. There were 111 em- 
ployers involved and 18,186 members. The members 
were allowed acash refund if their contributions and 
interest amounted to $250 or less and a transfer to a 
registered retirement savings plan or additional 
voluntary pension in OMERS if greater than $250. 
This method of rebating member funds was estab- 
lished by the Federal Department of National 
Revenue after discussions with OMERS officials. 
The release of employer ‘‘surplus” funds to about 50 
employers will proceed with the approval of The Pen- 
sion Commission of Ontario as a partial wind-up of 
their pension program. 


The change to the basic OMERS plan also af- 
fected 397 members who transferred funds to 
OMERS from other governmental pension funds. 
The original transfers to OMERS provided these 
members with a fixed amount of pension payable at 
their normal retirement age. With the new final 
average earnings formula the fixed annual pensions 
were converted to a period of credited service 
depending on the funds received by OMERS from 
the transfer. 


The Board presented a brief to the Roya! Commis- 
sion on Pensions in Ontario, and the Chairman, Ex- 
ecutive Director and Actuary attended a Commission 
hearing to discuss the brief and other matters of in- 
terest to the Commission. The Board has reviewed 
all briefs submitted to the Royal Commission and is 
awaiting with interest the findings of the Commis- 
sion and, of course, any action of the Provincial 
Government. 


COMMUNICATION 


The Board issued the “OMERS UPDATE’’ in 
January, May and October of 1978. UPDATE provides 
a summary of all Board activities emanating from the 
four monthly meetings of the Board preceding each 
issue. Copies of UPDATE are sent to each employer 
in sufficient quantity so that they can be posted at 
the various work places of employees and, in this 
way, the Board can communicate current activities 
with the employees and employers. 


During 1978 the Board sent a sufficient number of 
member handbooks describing the new final average 
formula to each employer for distribution to each 
member of the plan. Revised pamphlets explaining 
supplementary benefits were also prepared and 
issued on request to members and employers during 
1978. 


Continuing the practice established in 1976, the 
Board held two regular Board meetings outside 
Toronto. In May, the Board met in Ottawa and in 
September in Thunder Bay. On both occasions an 
open forum meeting was arranged with member and 
employer representatives from the surrounding area 
to discuss all aspects of OMERS. These meetings 
have proved very beneficial to those attending and to 
the Board members. The Board intends to continue 
to hold two meetings each year in various parts of 
the Province and member and employer meetings in 
Toronto. 


PENSION ADMINISTRATION 


Finance 


Schedule 1 of this report presents a ten year 
review of major financial and membership statistics. 


The following table highlights certain financial 
aspects of the basic plan and the changes from 1977: 


% Increase 


($ Thousands) 1978 1977 1978/1977 
Member Contributions $102,537 $ 70,301 46% 
Employer Contributions 103,934 70,775 47 
Investment Income 108,423 84,267 29 
Pension Payments 21,649 16.660 30 
Member Refunds and 

Transfers 20,081 9,080 121 
Administrative Expenses: 

Pension Program 1,564 1,330 18 

Investment Program 365 209 75 
Administrative Expenses 

Recovered 526 564 (7) 
Funds Held in Trust: 

Supplementary Benefits 129,017 118,712 9 

Prior Service 

Agreements 7,987 8,003 — 
Managed Plans 182,805 145,852 ZO 


With the introduction of investments in market- 
able securities in 1975 and the decision to operate 
this program with staff of the Board and outside ad- 
visors On a policy committee of the Board, the 
administrative costs associated with this program 
have increased from year to year in relation to the 
size of the funds invested. The administrative costs 
related solely to the investment program are now 
recorded separately from the administrative costs 
related to the pension program. The investment pro- 
gram costs will be deducted from the income de- 
rived each year from the investments in determining 
the applicable rate of return. 


The following table provides a four year summary 
of the investment program administrative costs and 
compares these costs to the year end portfolio of 
marketable securities at cost, indicating declining 
expenditures in relation to the portfolio: 


($ Thousands) 1978 1977 1976 1975 


Investment Program 
Administrative 


Costs $ 364 $ ZOOS mealiliiiaed 81 
Investments 

at Cost 328,057 158,107 76,684 15,744 
Costs asa 

Percentage of 

Portfolio 0.11% 0.13% 0.14% 0.51% 


The pension program administrative expenses for 
the four year period 1975 to 1978 are shown in the 
following table, together with management fees 
received from the administration of managed plans 
and supplementary benefit agreements. The net pen- 
sion expenses are then compared to year end mem- 
bership comprising contributing and retired 
members. 


($ Thousands) 1978 1977 1976 1975 


Pension Program 
Administrative 


Costs $ 1,564 Sle SSO medal G10 moi ielO2 
Fee Recoveries 526 564 567 410 
Net Costs $ 1,038 $ 766 $ 749 $ 692 


Year End Membership 
(Active, Deferred, 
Pensioners) 134,076 123,049 117,301 111,232 


Cost Per Member $7.74 $6.23 $6.39 $6.22 


The cost per member in 1978 increased 24% or 
$1.51 per member over the comparable cost per 
member in 1977. 10% of the increase relates to lower 
management fee recoveries from supplementary 
benefit agreements resulting from the change to the 
final average earnings formula. The remaining in- 
crease per member reflects greater administrative 
requirements for the final average earnings pension 
plan, particularly in the first year of operation. 


Membership 


On December 31, 1978, there were 993 partici- 
pating employers comprising 465 municipalities, 123 
school boards and 405 other local boards. 


At year end, there were 115,615 members contri- 
buting to the System, an increase of 9.0% over 1977 
membership. This increase of 9,585 members show- 
ed a fairly even distribution with a 10% increase in 
municipal employers, 7% in school board employers 
and 8% for other local board employers. 


The change in membership in 1978 is comprised 
of the following activity: 


Contributing Members, January 1, 1978 106,030 
Members Enrolled 19,023 
125:053 
Terminated Members Electing: 
— arefund of contributions 6,598 
— adeferred pension 510 
— atransfer to another plan 79 
Disabled Members Electing Waiver 273 
Members Retiring on Pensions 1,646 
Deaths of Members 332 9,438 
Contributing Members, December 31, 1978 115,615 


The number of retired members or their bene- 
ficiaries receiving monthly pensions from OMERS 
increased 14% in 1978 from 13,160 to 14,997 per- 
sons. The amount paid to pensioners in 1978 was 
$21,710,884, an increase of 30% over similar 
payments in 1977. This increase reflects the greater 
number of pensioners, the 3% increase in pensions 
granted March 1, 1978 and the larger pensions for 
new pensioners because of longer periods of service 
-in the System. During the year, 2,055 new pensioners 
were added and 511 pensioners died or ceased to re- 
ceive a pension with 241 spouse benefits continuing 
to be paid. The pensions being paid to 735 new pen- 
sioners were re-calculated in 1978 because of salary 
adjustments after their retirement dates. 

On December 31, 1978, there were 4,092 members 
who had terminated and elected to leave their contri- 
butions in the System to receive a deferred pension 
commencing on their normal retirement date. During 
1978, there were 510 members who elected a de- 
ferred pension benefit on termination of service or 
about 7% of terminating members in 1978. 


There are 993 employers participating in OMERS 
with 115,615 contributing members, or an average of 
115 members for each employer. However, over half 
the employers have fewer than 25 members and over 
half the membership is represented by about 50 
employers. This ‘‘pooling” of resources and experi- 
ence between large and small groups of employees 
allows the System to provide reasonable pension 
benefits at uniform rates of contribution to many 
small units of local government that otherwise 
would be denied the type of pension provided by 
OMERS. 


Another advantage of a multi-employer pension 
plan such as OMERS is the full portability of pension 
benefits when a member transfers employment from 
One participating employer to another. This feature 
of the System has been beneficial to 4,000 members 
of OMERS who have contributed while employed by 
two or more different employers. It has also facili- 
tated the transfers of employees when the School 
Boards were consolidated, regional governments 
formed and county and local hydro restructuring 
took place. 


The supplementary benefit program underwent 
major changes in 1978 when the future service com- 
ponent was made redundant with the introduction of 
a final average earnings formula in the basic plan 
and each agreement is being revalued as at January 
1, 1978 to reflect these changes and new agreements 
are being executed between the employer and the 
Board. 


INVESTMENT PROGRAM 


General Comment 


OMERS receives funds each year from contri- 
butions made by members and employers to the 
basic plan, contributions received from the four 
managed plans, contributions received under sup- 
plementary agreements, interest and dividends from 
investments and proceeds from the sale of invest- 
ments. OMERS pays out funds each year for benefits 
and administrative expenses and the difference be- 
tween the funds received and paid out each year is 
available for investment by the Board. The powers 
and limitations on the investments available to the 
Board are set out in The OMERS Act. 


The investments made by OMERS from January 1, 
1963 to December 1, 1974 were all in special Provin- 
cial debentures which were not marketable. From 
January 1, 1975 to December 31, 1978 investments 
were in both marketable securities and the special 
Provincial debentures. Beginning in 1979 all funds 
available for investment will be in marketable 
securities. 


Provincial Debentures 


The last investment in special Provincial deben- 
tures was made on December 31, 1978 in the amount 
of $121,300,000 for a term of 28 years and bearing an 
interest rate of 9.77% per annum payable semi- 
annually. 


The following table summarizes all investments in 
the special Provincial debentures since the 
establishment of OMERS in 1963: 


Year of Principal Interest 
Issue Term Amount Rate 
1963 30 years $ 4,400,000 5.49% 
1964 30 10,700,000 5.56 
1965 30 14,100,000 5.54 
1966 30 20,100,000 6.00 
1967 30 24,900,000 6.30 
1968 30 33,100,000 7.21 
1969 30 46,700,000 8.19 
1970 30 57,600,000 9.10 
1971 30 75,000,000 7.85 
1972 30 91,300,000 8.02 
1973 20 125,100,000 8.15 
1974 20 138,125,000 9.81 
1975 20 168,150,000 10.05 
1976 26 174,500,000 10.28 
1977 26 187,950,000 9.45 
1978 28 121,300,000 9.77 


As at December 31, 1978, OMERS held 
$1,293,025,000 special Provincial debentures with an 
average interest rate of 9.07% and an average term 
of 21 years. For the next fifteen years, until the first 
debenture becomes due and payable, OMERS will re- 
ceive an annual interest payment of $117,250,592, 
half payable on June 30th and half payable on 
December 31st each year. 


Marketable Investments 


In 1975 The OMERS Act was amended to allow the 
Board to invest a portion of available funds in 
marketable securities within the limitations pre- 
scribed in The Pension Benefits Act. The Act also 
allowed the Board to establish an Investment Policy 
Committee which now comprises eight members. 
Two of the members are members of the OMERS 
Board, two are senior staff of the Board and four are 
persons with senior investment experience in the 
private sector. 


The Investment Policy Committee was formed in 
May of 1975 and has met on a regular monthly basis 
since that time. The Committee recommends broad 
investment policies to the Board for approval, 
develops shorter term strategies within this policy 
and determines the investment latitude and criteria 
for the day to day investments by the staff of the 
Board. 


The Investment policy established by the Board in 
1975 remained intact until the end of 1978 when the 
Investment Policy Committee recommended a 
change which was accepted by the Board. 


This policy and the recent recommended changes 
are as follows: 


Minimum-Maximum Percentage 
of Total Portfolio 


Class of Asset 1979 1975 to 1978 


Mortgages 30% to 75% 50% to 75% 
Bonds 20% to 50% 20% to 40% 
Common-Stock (Equities) 0 to30% 0 to20% 
Real Estate 0 to10% 0 to20% 


The change in policy was initiated to meet the 
changing investment climate expected in 1979. The 
lack of supply of new mortgages meeting the stan- 
dards set by the Committee suggested that this por- 
tion of the portfolio could drop below 50%. To offset 
this possibility, the maximum portion that would be 
invested in bonds or common stocks was increased 
to 50% and 30% respectively. The reduction in real 
estate from 20% to 10% merely reflects a more ap- 
propriate maximum level attainable over time for this 
type of investment. 


The transition from an investment portfolio ex- 
clusively investing in non-marketable Provincial 
debentures to a portfolio investing entirely in the 
traditional capital markets has been achieved in four 
years. The following table traces the history of this 
transition with an estimate for 1979. 


FUNDS AVAILABLE FOR INVESTMENT EACH YEAR 


($ Millions) Marketable Provincial 

Year Securities Debentures Total 

1974 = = $138.125 100.0% $138.125 100.0% 
1975 $15.700 8.5% 168.150 91.5 183.850 100.0 
1976 61.000 25.9 174.500 74.1 235.500 100.0 
1977 81.400 30.2 187.950 69.8 269.350 100.0 
1978 170.000 58.4 121.300 41.6 291.300 100.0 
1979 420.000(E) 100.0 = = 420.000(E) 100.0 


This rapid transition to investments in marketable securities has resulted in a considerable growth in this 
portion of the portfolio which should again double in size in 1979. A four year summary of the marketable in- 
vestments by asset class provides an indication of how these funds were invested within the policies estab- 


lished by the Board. 


($ Millions) YEAR-END MARKETABLE INVESTMENTS AT COST 
Class of Asset 1978 1977 1976 1975 
Mortgages $175.243 53.3% $ 92.724 58.7% $38.576 50.3% $ 7.359 46.7% 
Bonds 71.264 PANT 42.703 27.0 27.278 35.6 6.874 43.7 
Equities 56.380 17.2 15.061 9.5 8.287 10.8 .500 3.2 
Real Estate 12.490 3.8 7.619 4.8 2.543 3.3 1.010 6.4 
Short Term 13.221 4.0 _ _ _ — _ — 
$328.598 100.0% $158.107 100.0% $76.684 100.0% $15.743 100.0% 


The marketable portfolio undergoes asset mix changes during a year as cash flow is deployed and as various 
holdings are sold and re-invested in other sectors. The following table shows the net increase each year in the 


various asset classes. 


($ Millions) 

Class of Asset 1978 

Mortgages $ 82.519 48.7% $54.148 

Bonds 28.561 16.8 15.425 

Equities 41.319 24.2 6.774 

Real Estate 4.871 2.6 5.076 

Short Term 13.221 Uedl — 
$170.491 100.0% $81.423 


The mortgage investments have represented the 
largest portion of the marketable portfolio since 
1975 and now stand at 53.3% of the portfolio. During 
the period September 30, 1975 to December 31, 1978 
interest rates on mortgages fell within a range of 
10% to 12% which has produced a relatively high 
rate of return for the Fund. The following table sum- 
marizes this portion of the portfolio at December 31, 
1978. 


($ Millions) Amortized 
Residential Cost 
Single Family $ 33.062 
Rental 131.128 
Condominium 7.749 
Nursing Home .862 

$172.801 
Commercial 2.442 
Total 


$175.243 


The predominance of residential rental mortgages 
reflects a heavy participation in programs initiated 
by the Federal Government through Central Mort- 
gage and Housing Corporation and supported by 
certain Provincial Governments for assisted rental 
projects. The residential single family mortgages 


NET MARKETABLE INVESTMENT EACH YEAR AT COST 


USA 1976 1975 
66.5% $31.217 51.2% $ 7.359 46.7% 
18.9 20.404 33.5 6.874 43.7 
8.3 7.787 12.8 .500 3.2 
6.3 1.533 24) 1.010 6.4 
100.0% $60.941 100.0% $15.743 100.0% 


represent 1,380 individual loans and most of these 
investments were made during the inception of this 
fund in late 1975 and early 1976. The limited propor- 
tion of mortgage investments in residential con- 
dominium mortgages indicates a certain reservation 
to the risks and problems inherent in this type of 
housing which is relatively new in Canada. 


During the latter part of 1978, the availability of 
mortgage loans meeting the detailed criteria estab- 
lished for this type of investment by the Board slack- 
ened. However, future commitments of $120,720,000 
at year end primarily in residential rental mortgage 
loans will help maintain this portion of the portfolio 
during 1979. 


The bond portion of the marketable investment 
portfolio represents 21.7% of the portfolio at the end 
of 1978, declining during the year from 27.0%. How- 
ever, with a decline in the availability of new mort- 
gage loans and a narrowing of the interest rate 
spread between long term bonds and mortgages 
towards the end of 1978, the bond portion of the 
portfolio will receive more investment during 1979 
while interest rates remain at historical high levels. 
Corporate bonds represent 60% of the bond port- 
folio and are mainly high quality, high interest rate, 
long term bonds. 


Gr 


The bond portfolio at December 31, 1978 is sum- 
marized as follows: 


($ Millions) Amortized 
Description Cost 
Government Bonds: 
Canada $ 5.917 
Provincial 11.625 
Municipal 10.456 
$27.998 
Corporate Bonds 43.266 
Total $71.264 


The equities, orcommon stock, portion of the mar- 
ketable portfolio has undergone a significant in- 
crease during 1978, from 9.5% of the portfolio at the 
beginning of the year to 17.2% at year end. This shift 
resulted in over one-quarter of funds available for 
investment in 1978 being directed to the equity por- 
tion of the portfolio. The equity sector is approxi- 
mately one half in Canadian equities and one half in 
foreign equities and this approach has provided 
creditable results when compared to other funds in- 
vesting in equities. 


The following table summarizes the equity portion 
of the portfolio at the end of 1978. 


($ Millions) Cost 
Canadian Investments: 
Mutual Funds $ 7.867 
Individual Stocks 22.809 
$30.676 
Foreign Investments: 
Mutual Funds: 
United States $ 9.310 
Pacific 4.198 
World Wide 3.416 
Managed Funds: 
Europe/United Kingdom .674 
Individual Stocks: 
United States 8.106 
$25.704 
Total $56.380 


The above table also indicates that about one-half 
of the equity portfolio is managed in-house by the 
staff of the Board (individual stocks) and one-half is 
managed by outsiders through mutual funds or 
funds managed on behalf of OMERS. 


Until the end of 1977, the objective was to have 
approximately 10% of the marketable investment 
portfolio invested in equities, and to avoid the large 
internal staff necessary to invest in this type of 
asset, the use of carefully selected mutual funds for 
most of the equity portfolio was adopted. With the 
decision in 1978 to increase the share of equities 
from 10% to approximately 20% of the growing port- 
folio, specialized staff was engaged by the Board to 
purchase individual stocks by OMERS. Also during 
1978, it was decided to invest directly in the Euro- 
pean/United Kingdom markets through outside 
investment managers. A professional investment 
management firm in the Netherlands was selected 
for this purpose and an initial amount of $5,000,000 
was transferred to this firm in December, 1978 with 
safe custody provided by OMERS’ bankers in 
London, England. At year end $674,000 had been 
invested in common stock and the balance held in 
cash of foreign currencies. 


The rea/ estate portion of the marketable invest- 
ment portfolio amounting to $12,490,000 represents 
shared ownership of revenue producing assets 
where the Fund receives the net profit on the opera- 
tion each year and has the potential for further return 
as the asset appreciates in value over time. To 
achieve entry to this type of investment, OMERS has 
joined with about twenty other pension plans in the 
Ownership of companies which in turn purchase 
various individual properties. The individual real 
estate holdings of OMERS includes office and retail 
facilities, industrial and warehouse plants and resi- 
dential and hotel properties in major urban centres 
across Canada. This type of investment has proven 
very beneficial to date by providing a good rate of 
return on the investment together with increases in 
the value of the assets. 


Short term investments by OMERS are used 
primarily to fund future commitments in longer term 
permanent investments. 


The average yield in 1978 on the marketable 
securities was 10.47% using the formula of net 
investment income (actual incomes less direct 
investment administrative costs) divided by one-half 
the sum of the book value of the investments at the 
beginning of the year and at the end of the year less 
the net investment income during the year and time 
weighting the investment by month during the year. 
This compares to 10.50% in 1977. 


The primary objective for the Board in investing 
available funds in the traditional capital markets is to 
maximize the rate of return of the invested assets 
over time, bearing in mind the risks inherent in dif- 
ferent classes and types of investment. Members 
often ask why they cannot receive mortgage loans 
from the System at reduced interest rates but this 
would run contrary to the stated objective of maxi- 
mizing the rate of return. Municipalities often seek 
. capital funds from OMERS at lower than market 
rates of interest and this again runs contrary to the 
investment objective of the Board. The investment 
income provides over one-third of the funds that 
OMERS needs to pay pensions to those members re- 
tiring in the future as well as to help pay current pen- 
sions, thus the continued objective of highest rate of 
return and the safety of the invested assets is a very 
important aspect of the System. 


ACTUARIAL VALUATION 


The actuary presented and discussed with the 
Board the actuarial valuation of the basic OMERS 
Fund as at January 1, 1978. This valuation was filed 
with The Pension Commission of Ontario as required 
under the provisions of The Pension Benefits Act. 


The actuarial valuation as at January 1, 1978 con- 
tinued the same assumptions of interest, rate of 
salary increase, mortality, turnover, etc. applicable 
to the valuations of the last few years. The two 
assumptions with the greatest impact are the rate of 
increase to the salaries of members into the future 
and the rate of interest assumed to be earned on the 
investments in the future. The valuation assumed a 
5% annual increase in members salaries and 6% in- 
terest rate on investments. While these rates may 
appear low in comparison to current salary rate in- 
creases and the interest rate earned on current 
investments, the assumptions are used to project 
benefits many years in the future and for this reason 
lower levels of increase are adopted. 


The actuarial valuation examines the Fund under 
two sets of conditions. The first set of conditions, 
called the ‘‘Minimum Method’, determines the value 
of pensions earned by all active members on January 
1, 1978 based on their credited service to December 
31, 1977 and their earnings projected to their normal 
retirement date. This is the minimum funding re- 
quirement under The Pension Benefits Act. The 
second set of conditions examined, called the 
“Level Cost Method’, determines the value of pen- 
sions to be earned by all active members on January 
1, 1978 based on their potential credited service from 


Zee: 


date of enrolment in the System to the date of their 
normal retirement and their earnings projected to 
their normal retirement age. This method also takes 
into account as assets the value of future contri- 
butions to be made by the members and matched by 
the employers. Under both methods, the value today 
of pensions under payment and deferred pensions to 
be paid at future dates are also taken into considera- 
tion. Also, under both methods allowance is made 
for member terminations and the value of their 
refunds of contributions. However, under both 
methods of valuing the Fund, new entrants to the 
System are not considered. 


Under the “Minimum Method” combined member 
and employer contribution rates are determined 
which will fund the costs of the additional pension 
earned by each member for the next year of service 
after the valuation date. Under the ‘“‘Level Cost 
Method’, the contribution rates of members and 
employers are determined to provide for all pension 
liabilities. This establishes the lowest and highest 
contribution rates required to fund the basic OMERS 
plan and the Board, on the advice of the actuary, 
attempts to have the actual member and employer 
contributions rates fall between these extremes. 

The following tables present the results of the ac- 
tuarial valuation of the basic OMERS Fund as at 
January 1, 1978 and the positioning of the actual 
contribution rates between the low and high 
extremes. 


Valuation Results as at January 1, 1978 Using 


Minimum Level Cost 
($ Millions) Method Method 
Actuarial Liabilities 
Present Value of: 
Pensions under payment $ 193.182 $ 193.182 


Vested deferred pensions 15.226 15.226 
Pensions for current 
contributors and 


their survivors 912.237 2,870.090 
Refunds for present 
contributors 73.298 216.439 
Assets 
Assets at January 1, 1978 $1,078,780 $1,078,780 
Present Value of Estimated 
Member and Employer 
Future Contributions N/A 2,019,453 
$1,078.780 $3,098.233 
Actuarial Deficiency $115.163 $196.704 


Average Combined Member and 
Employer Contribution Rates (1) 


Future Service Deficiency Total 


Minimum Method 9.92% 0.81% 10.73% 
Actual Contribution 

Rates 12.21 N/A 12.21 
Level Cost Method 22 1.19 13.40 


(1) Average contribution rates combine both member and 


employer contribution rates for normal retirement age 


65 and 60 members and also average the contribution 
rates for earnings up to the Year’s Maximum Pension- 
able Earnings under the Canada Pension Plan and those 
over the YMPE. 


The actual contribution rates of 12.21% fall at 
about the mid-point between the lowest permissable 
contribution rate of 10.73% under the Minimum 
Method and the highest rate of 13.40% under the 
Level Cost Method. These rates are percentages to 
be applied to the contributory earnings of members. 


The Board is of the opinion that, based on the 
above valuation results, the basic OMERS Fund is 
financially sound and the present contribution rates 
are set at a level that should fund the plan without 
difficulty in the foreseeable future. 


MANAGED PLANS 


The Board manages and administers, separately 
from OMERS, the pension plans of the following 
Organizations: 


Ryerson Polytechnical Institute 
Colleges of Applied Arts and Technology 
Elliot Lake Centre d’Elliot Lake 

Caucus Employees of the Legislature 


Each of these plans is administered under a 
separate agreement and the Board receives a man- 
agement fee that recovers any administrative ex- 
penses associated therewith so there is no charge 
against the operation of OMERS. 


Schedule 2 of this report presents a ten year 
review of financial and other data related to the 
managed plans. 


THE BOARD AND ITS ADVISORS 


During 1978 Mr. D. C. Schaefer, Treasurer of the 
City of Waterloo was appointed to the Board replac- 
ing Mr. Lloyd Groombridge who had been a member 
of the Board for ten years. The Board decided to add 
a second Board member to the Investment Policy 
Committee of the Board and Mr. Schaefer was 
chosen for this task joining Mr. G. D. Spry on this 
important committee. 


Mr. E. C. Hill, a trustee of the Huron County School 
Board and Vice Chairman of the Board resigned from 
the Board on November 30, 1978 when he ceased to 
be a member of the school board. At year end an ap- 
pointment to the Board to fill this vacancy had not 
been made. 


The four members of the Investment Policy Com- 
mittee of the Board who have senior investment ex- 
perience in the private sector, Messrs. MacIntosh, 
Wansbrough, Cunningham and Short, continued to 
serve on this committee and render valuable service 
to the Board and, through the Board, to the members 
of the System. 


The actuarial, legal and medical advisors ap- 
pointed by the Board continued to provide valuable 
services during 1978 as did the Board’s auditors. 


The Board employed sixty-four staff during 1978, 
fifty staff in the pension area, nine directly related to 
the investment function and five in the management 
and policy development aspects of OMERS. In addi- 
tion to the effort of the OMERS staff, the System is 
well served by the many employees of the 993 par- 
ticipating employers who are also responsible for 
the day to day administration of the System. 


CONCLUSION 


OMERS was established to operate solely for the 
benefit of the thousands of local government em- 
ployees in the Province. Hardly a year has gone by 
without the System being changed to meet the 
needs of the members and there is no doubt that the 
future will see further changes to improve the retire- 
ment program for local government employees. 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Balance Sheet 
as at December 31, 1978 


Assets 


Investments (note 2) 
Contributions receivable 
Accounts receivable 


Accrued income 


Cash 


Reserves and Liabilities 


Reserves for: 


basic benefits (note 3) 
prior service benefits (note 4) 


supplementary benefits (note 4) 


Deposits from administered pension 


funds (note 5) 


Accounts payable and accruals 


Pension benefits payable 


Signed on behalf of the Board 


Member 


AS (ek, a 


1978 


$1,621,623,189 
25,066,012 
279,405 
48,206,347 


2,017,660 


$1,697,192,613 


$1,377,027,453 


7,987,093 


129,016,756 


$1,514,031 ,302 


$ 182,805,050 
335,384 


20,877 


$1,697,192,613 


1977 


$1,329,832,269 
18,766,288 
242,733 
2,550,983 


17,909 


$1,351,410,182 


$1,078, 780,582 
8,002,509 
118,712,148 


$1,205,495,239 


$ 145,851,807 
54,775 
8,361 


$1,351,410,182 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Schedule of Administrative Expenditures 
for the year ended December 31, 1978 


Personal services including employee benefits 


Salaries of regular staff 
Salaries of casual staff 
Pensions 

Unemployment insurance 
Workmen’s Compensation 
Hospital and medical insurance 
Term-life insurance 

Long-term disability insurance 


Transportation and communication 

Travel expenses, including overtime meal allowances 
Telephone 

Postage and express 


Purchases of service 


Actuarial services 

Audit services 

Medical services 

Legal services 

Other professional services 
Recruitment and training of employees 
Rental of offices 

Rental of equipment, including data processing 
Maintenance and repair of equipment 
Electricity 

Insurance 

Board’s services 


Materials and supplies 


Furniture and equipment purchased 
Supplies and stationery 

Publications for members and employers 
Alterations to offices 


Total expenditures 


ss Oe 


1978 


$ 974,079 
51,743 
71,419 
12,315 

1,559 
29,246 
6,152 
8,172 


$1,154,685 


$ 27,432 
44,530 
42,800 


$ 114,762 


$ 49,990 
20,400 
9,120 
34,510 
81,415 
4,003 
137,666 
80,709 
3,549 
7,034 
1,166 
28,116 


$ 457,678 


$ 33,656 
95,389 
72,007 

1,308 


$ 202,360 
$1,929,485 


1977 


$ 796,949 
29,663 
46,765 

9,833 
1,371 
25,986 
4,929 
6,674 


$ 922,170 


$ 34,514 
30,570 
33,906 


$ 98,990 


$ 33,690 
18,000 
4,155 
40,746 
37,829 
6,693 
113,140 
73,348 
2,622 
ULE: 
2,769 
25,594 


$ 365,815 


$ 22,711 
67,132 
58,365 

4,083 


$ 152,291 
$1,539,266 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 


Notes to the Financial Statements 


Investments 


Contributions 


Benefits 


INVESTMENTS 


for the year ended December 31, 1978 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Payments for benefits are recorded in the year in which such payments are made. 


The following is adescription of the investments: 
(a) Province of Ontario debentures issued under section 7(3) of The Ontario Municipal Employees 


Retirement System Act. 


Date of Maturity 


December 31, 1993 
December 31, 1994 
December 31, 1995 
December 31, 1996 
December 31, 1997 
December 31, 1998 
December 31, 1999 
December 31, 2000 
December 31, 2001 
December 31, 2002 
December 31, 2003 
December 31, 2006 


Weighted Average 
Interest Rate 


8.06% 
9.50% 
9.70% 
6.00% 
6.30% 
7.21% 
8.19% 
9.10% 
7.85% 
9.50% 
9.45% 
9.77% 


Investments are recorded in the accounts at cost. Gains or losses on their disposal are credited or 
charged to income. Income from investments is recorded on the accrual basis. 


Member and employer contributions received subsequent to the year-end, but which are applicable to 
the current year, are recorded as receivables. 


Cost 


$ 129,500,000 


148,825,000 
182,250,000 
20,100,000 
24,900,000 
33,100,000 
46,700,000 
57,600,000 
75,000,000 
265,800,000 
187,950,000 
121,300,000 


$1,293,025,000 


Market value for the Ontario debentures has not been determined as these debentures have no quoted market 


value. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 
for the year ended December 31, 1978 


INVESTMENTS (continued) 
(b) Investments commencing September 30, 1975 under section 7(3b) of The Ontario Municipal Employees 
Retirement System Act which are subject to the limitations of The Pension Benefits Act. 
1978 1977 
Market Value Cost Market Value Cost 
Bonds and Debentures $ 69,361,628 $ 71,263,725 $ 43,381,855 $ 42,703,061 
Mortgages 172,772,291 175,242,720 97,788,254 92,724,391 
Equities 63,187,097 56,379,621 16,305,908 15,060,792 
Real Estate 16,294,921 12,490,520 7,808,525 7,619,025 
Short-Term Deposits 13,221,603 13,221,603 — _— 
$334,837,540 $328,598, 189 $165,284,542 $158, 107,269 
Market value is quoted value for bonds and debentures and equities. 
Market value for mortgages is computed based on market yields. 
Market value for real estate is appraised value provided by property management. 
(c) Total portfolio, at cost $1,621,623,189 $1,329,832,269 
BASIC BENEFITS RESERVE 


The basic benefits reserve is maintained for the payment of pensions to retired members or their 
beneficiaries and the future payment of pensions and benefits to contributing members and to terminated 
members who have elected a deferred pension. 


The latest actuarial valuation of the fund dated January 1, 1978 determined the total actuarial liabilities of 
the Fund for basic benefits to be $1,193,943,000 using the minimum funding basis provided under The 
Pension Benefits Act. The basic benefits reserve to meet these liabilities as at December 31, 1977 was 
$1,078,780,000 resulting in an actuarial deficiency of $115,163,000. 


The minimum annual amount required to amortize the deficiency over 15 years is calculated to be 
$11,976,000 (plus 1% for administrative expenses). 


The results of the valuation projected to December 31, 1978 indicate that the existing levels of member 
and employer contributions are sufficient to meet the cost of benefits to be earned in each calendar year 
and to meet the special annual payments referred to above. 


As at December 31, 1978 the basic benefits reserve available to meet actuarial liabilities at January 1, 
1979 was $1,377,027,453. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 
for the year ended December 31, 1978 


PRIOR SERVICE AND SUPPLEMENTARY BENEFITS RESERVES 


Under the terms of The Ontario Municipal Employees Retirement System Act various participating 
employers have entered into agreements with the Board for the provision of prior service and/or supple- 
mentary benefits. After December 31, 1977 prior service benefits may only be provided under a supple- 
mentary agreement. Each employer is responsible, individually, for the cost of funding such benefits. 


ADMINISTERED PENSION FUNDS 


The administered pension funds (which are administered on behalf of the Colleges of Applied Arts and 
Technology, the Ryerson Polytechnical Institute, the Elliot Lake Centre d’Elliot Lake and the Caucus 
Employees Retirement Plan) are credited with amounts which are equal to the income received by the Fund 
from the investment of the monies deposited in the Fund by the administered pension funds. 


COMMITMENTS 
Mortgage commitments outstanding at December 31, 1978 amounted to approximately $121,000,000. 


The administration of the Fund is conducted on leased premises and the Board has entered into a lease 
agreement which involves a minimum annual rental of $120,638 to 1981 and $96,330 to 1986. 
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COOPERS & “LYBRAND 


A TA 
So la UNS Mg Se et AARNE TELEPHONE (416) 869-1130 


CABLES COLYBRAND 


OFFICES THROUGHOUT CANADA TELEX O6-23590 
AND IN PRINCIPAL AREAS 145 KING STREET WEST 
OF THE WORLD TORONTO, ONTARIO, CANADA MSH !1V8& 


March 30, 1979 


AUDITORS' REPORT 
TOM THE 
ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


We have examined the balance sheet of the Ontario Municipal 
Employees Retirement Fund as at December 31, 1978 and the statement 
of the reserves for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in 
the circumstances. 


In our opinion, these financial statements present fairly the 
financial position of the Fund as at December 31,1978 and the results 
of its operations for the year then ended in accordance with generally 


accepted accounting principles applied on a basis consistent with that 
of the preceding year. 
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CHARTERED ACCOUNTANTS 


es (a 


DALLAS ORLANDO 
DETROIT 


BOSTON MINNEAPOLIS- 
CHICAGO Vi ST. PAUL 

EVELAND NEW YORK 
eLever THE Ya COMPANY 


PHILADELPHIA 


SIO AST aia ACTUARIES-EMPLOYEE BENEFIT CONSULTANTS-RISK MANAGEMENT CONSULTANTS SAN FRANCISCO 
WASHINGTON 
HONOLULU INTERNATIONAL BENEFITS-EMPLOYEE COMMUNICATIONS 2 
eee 141 ADELAIDE STREET WEST 
LOS ANGELES MONTREAL 
MIAMI TORONTO, ONTARIO MSH 3L5 OTTAWA 
——— TORONTO 
(416) 862-0393 VANCOUVER 


Actuarial Certificate at December 31, 1978 


Ontario Municipal Employees Retirement Fund 


The most recent actuarial valuation of the above Plan was conducted at January |, 1978 
using the unit credit cost method. 


The results of the valuation reflect the major amendments made to the Plan as at 
January |, 1978 involving the change from a retirement benefit based on career- 
average earnings to a retirement benefit based on final-average earnings. The results 
of the valuation indicated an actuarial deficiency of $115.163 million at January 1, 1978 
which is to be funded by special annual payments over a period not exceeding !5 years. 


The results of the valuation at January 1, 1978 projected to December 31, 1978 indicate 
that the existing levels of employee and employer contributions are sufficient to meet 
the cost of benefits to be earned each calendar year and to meet the special annual 
payments referred to above until the next actuarial valuation is made. 

We are of the opinion, therefore, that the assets of the Fund at December 31, 1978 
combined with the value of the remaining special payments are sufficient to meet all 
tne liabilities of the Plan in respect of services rendered by members up to that date. 


Respectfully submitted 


THE WYATT COMPANY 


March 29, 1979 Re Alvia hield, F.S.A. 
Fellow, Canadian Institute of Actuaries 
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Schedule 3 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


Summary of Historical Highlights 


1962 — An Act establishing the Ontario Municipal 
Employees Retirement System was given Royal 
Assent on April 18th. 


1963 — The first members of the System were en- 
rolled on January 1st and the first contributions 
received one month later. 


1965 — Amendments were made for the ‘“‘locking-in”’ 
of contributions as required under The Pension Ben- 
efits Act. 


After July 1, 1965 all persons engaged by a muni- 
cipality or local board must participate in OMERS to 
receive pension benefits. 


Provision was made for OMERS to manage and ad- 
minister other pension plans. 


1966 — The contributions and benefits were in- 
tegrated with the contributions and benefits of the 
Canada Pension Plan. 


Employees of electric utilities became members of 
OMERS for the first time. 


1967 — The supplementary benefit program was in- 
troduced. 


1968 — The eleven member Board was appointed by 
the Lieutenant Governor in Council on January 1. 


The interest rate on the special Provincial deben- 
tures issued to OMERS at each year end was in- 
creased from 5% to 62%. 


The benefit formula was increased 10% from 2% of 
career earnings to 2.2% of career earnings. 


1969 — A disabled widower was extended the same 
benefits as a widow on the death of amember. 


1970 — The interest rate on the special Provincial 
debentures issued to the Board at each year end was 
changed from 62% to the average borrowing costs 
of the Province during a year. 


All basic pension benefits earned or payable on 
December 31, 1970 were increased by 10%. 


1971 — All basic pension benefits earned or payable 
at December 31, 1971 were increased by 5%. 


In addition to the 50% widows’ and disabled 
widowers’ pensions payable on the death of a 
member, a further pension of 10% for each child of 
the deceased member to a maximum of 25% was 
introduced. 


1972 — Councillors became eligible for membership 
in the System. 


All basic pension benefits earned or payable on 
December 31, 1972 were increased by 5%. 


1973 — An employer could improve the pensions be- 
ing paid to retired employees through the System. 


Rates of interest on special Provincial debentures 
issued to the Board during the years 1963 to 1969 
were retroactively adjusted. 


All basic pension benefits earned or payable at 
December 31, 1973 were increased by 5%. 


1974 — A portion of available funds could be in- 
vested in marketable securities under the provisions 
of The Pension Benefits Act commencing in 1975. 


1975 — All basic pension benefits earned by active 
and deferred members as at December 31, 1975 were 
increased by 10%. 


All pensions being paid to retired members on 
December 31, 1975 were increased 10%. 


A widower of amember became entitled to the same 
50% pension as a widow on the death of a member. 


1976 — Optional service, being service with another 
governmental employer or war service was added to 
the supplementary benefit program. 


1978 — Pension formula changed from 2.2% career 
average earnings basis to a 2% final average earn- 
ings basis. 


set OF 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


Summary of Benefits 


as at January 1, 1978 


Basic Benefits 


Normal retirement at age 65 — except policemen and 
firemen who may retire at age 60. 


The annual normal retirement pension payable to a 
member is 2% of pensionable earnings multiplied by 
credited service, reduced when the member becomes en- 
titled to a pension under the Canada Pension Plan. In this 
formula: 


“pensionable earnings” means the annual average of the 
60 highest consecutive months of earnings; 


“credited service’’ means continuous service when con- 
tributions have been made; 


“CPP reduction” means 0.7% of the annual average of 
the Year’s Maximum Pensionable Earnings under the CPP 
in the year of retirement and the two preceding years times 
credited service since January 1, 1966. 


A total disability retirement benefit for a disability that, in 
the first two years renders a member incapable of perform- 
ing the duties of his or her position and thereafter of any 
substantially gainful employment. The totally disabled 
member may continue to accrue credited service without 
contribution until normal retirement age or may elect a 
disability pension. 


A pension to a widow or widower of one-half the 
member’s pension plus 10% for each child under 21 years 
of age to a maximum of 25% and where no widow or 
widower a pension of one-half the member’s pension to the 
child or children of the member under 21 years of age. 


A deferred pension, payable at normal retirement age, if a 
member ceases to be employed before his normal retire- 
ment date — the pension benefits earned by a member 
under the System vest immediately in the member. 


An early retirement pension, commencing within the 10 
year period before normal retirement age, which is the 
actuarial equivalent of the normal retirement pension. 


A refund of the contributions of amember plus interest if 
the member terminates his employment, except if at ter- 
mination the member has ten years of continuous service 
with the employer and is over 45 years of age, when con- 
tributions made after January 1, 1965 may not be refunded. 


Es ee 


Portability of the pension if a member transfers employ- 
ment from one participating employer to another within 6 
months or to other governmental pension plans under 
special reciprocal transfer agreements. 


Supplementary Benefits 
Type | — Final Averaging Earnings, Prior Service Pension 


The Type | provides a benefit based on 2% of final 
average earnings and service before enrolment in OMERS. 
Any pension earned under a prior service agreement or ap- 
proved pension plan during this period of prior service is 
deducted. 


Type I] — Current Average Earnings, Prior Service Pension 


The Type II provides a benefit based on 2% of current 
average annual earnings and service before enrolment in 
OMERS. Any pension earned under a prior service agree- 
ment or approved pension plan during this period of prior 
service is deducted. 


Type Il — Unreduced Early Retirement Pension 


Normally, if a member retires early (within 10 years of 
normal retirement date) the pension benefit payable under a 
Type | or Il supplementary benefit and the Basic Plan is ac- 
tuarially reduced. The Type III benefit provides for payment 
of the amount of this reduction if amember retires within 10 
years of normal retirement date under the following condi- 
tions: 


(a) completion of 30 or more years of continuous service 
with the employer, or 


(b) retirement due to permanent partial disability as 
determined by the employer. 


Optional Service — The service of amember with another 
governmental employer or war service may be added to a 
Type | or Type II benefit and the member must contribute on 
a formula basis to be entitled to this service. This service 
becomes additional prior service of the member. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Summary of Marketable Securities 
as at December 31, 1978 


($ Millions) 
Amortized 
Book 
Class of Asset Value 
Mortgages: 
Residential — Single Family $ 33.062 
— Rentals TSNeeS 
— Condominiums 7.749 
— Nursing Homes .862 
Commercial 2.442 
$175.243 
Bonds: 
Government — Canada Same Sili7, 
— Provincial kOZzo 
— Municipal 10.456 
Corporate 43.266 
$ 71.264 
Equities: 
Canada $ 30.676 
United States 17.416 
Pacific 4.198 
Europe/United Kingdom 0.674 
World Wide 3.416 
$ 56.380 
Real Estate $ 12.491 
Short Term and Cash $ 13.221 
Total $328.598 
*Estimated Market Values 
Mortgages: Computed on current market yields 
Bonds: Quoted values 
Equities: Quoted values 
Real Estate: Appraised values 
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Percentage 
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Portfolio 


10.1% 

39.9 
2.4 
0.3 
0.7 


53.4% 


1.8% 

3.5 

3.2 
13.2 


21.7% 


9.3% 
5.3 
1.3 
0.2 
1.0 


17.1% 


3.8% 


4.0% 


100.0% 


Estimated 
Market 


Value* 


$172.772 


$ 5.858 
11.025 
9.993 
42.485 


$69.361 


$ 33.948 
18.121 
5.743 
0.673 
4.702 


$ 63.187 
$ 16.295 
$ 13.221 


$334.836 


Yield on 
Book 


Value 


9.34% 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


1979 ANNUAL REPORT 


ity 


Re ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


2 BLOOR STREET WEST (27TH FLOOR), TORONTO, ONTARIO M4W 3E2, (416) 967-0637 


June 1, 1980 


The Honourable Frank S. Miller 

Treasurer of Ontario and Minister 
of Treasury and Economics 

Frost Building South 

Queen's Park 

Toronto, Ontario 


Dear Mr. Miller: 


I am pleased to present on behalf of the Board the Annual Report 
of The Ontario Municipal Employees Retirement Board for the year ended 
December 31, 1979 in accordance with section 3(6) of The Ontario Municipal 
Employees Retirement System Act. 


At the end of 1979, there were 117,486 employees of 1,015 
municipalities and local boards contributing to the System, and 17,245 
pensions being paid to retired municipal employees or their beneficiaries. 
The Board had also entered into 213 prior service agreements covering 
1,895 members for pensions earned before the establishment of OMERS and 
229 supplementary agreements with individual employers covering 22,207 
members for past service and early retirement benefits. In addition, 
the Board manages four pension plans separate and distinct from OMERS 
providing pension benefits for 13,868 employees and 546 pensioners. In 
total, the Board manages pension plans for 155,456 employees, 17,791 
pensioners and 1,460 employers. 


The Board is responsible for the investment of the Fund comprising 
the assets of all of the plans under Management and at December 31, 1979 
the book value of these investments totalled $2,052,022,637 with $1,293,025,000 
representing investments in special non-marketable debentures of the Province 
of Ontario and $758,997,637 representing amounts invested in the traditional 
capital markets available to pension funds. 


The members of the Board appreciate the opportunity of serving the 
members and employers and the challenge of Managing and administering 
the System, which is now one of the largest retirement systems in Canada. 
I would also like to thank you for your guidance and support during the 
year. 


The accompanying report is respectfully submitted to you. 


Yours truly, 


C. R. Bernardi 
Chairman of the Board 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


1979 ANNUAL REPORT 


INTRODUCTION 


Since January 1, 1978 the pension benefits of 
members of OMERS have been based on the service 
of a member while a contributor to the System 
and on the annual average of the sixty consecutive 
months of highest earnings of the member. This for- 
mula is referred to as a “final average earnings” 
formula because, for most members, their highest 
earnings will be in their final years of service prior to 
retirement. This change is a significant improvement 
and provides a protection against inflation since the 
amount of pension is related to the earnings of a 
member at retirement. 


The “final average earnings” formula and other 
benefit changes have resulted in additional adminis- 
trative requirements for both the participating 
employers and for the staff of OMERS. The con- 
tinued co-operation of over one thousand par- 
ticipating employers has been most appreciated by 
OMERS. 


This report outlines the major activities during 
1979 including the investment of funds in market- 
able securities and the administration of the various 
pension programs. 


BOARD RESPONSIBILITIES 


The Ontario Municipal Employees Retirement 
Board is responsible for the management and ad- 
ministration of the System. These responsibilities 
include organization and staffing, the receipt and 
investment of funds, the calculation and payment of 
benefits, the participation of employers, the enrol- 
ment of members, the maintenance of individual 
member records, communication with members and 
employers, financial reporting and reviewing ac- 
tuarial valuations of the Fund. 


The Board also undertakes research and studies in 
benefit development and other current pension mat- 
ters and makes recommendations for changes to 
The OMERS Act and Regulations. 


The Board is comprised of eleven members who 
are appointed by the Lieutenant Governor in Council 
to three year terms with about one-third of the 
membership completing their term each year. Of the 
eleven members of the Board, seven are employees 
of local government, two are elected officials of 
local government and two are Provincial civil 
servants. 


THE PENSION PROGRAM 


The OMERS pension program divides into four 
main parts: 
(i) the basic OMERS plan to which each of the 1,015 
participating employers and each of the 117,486 
members contribute at uniform rates and 
receive pension benefits based on the same 
formula; 
(ii) the supplementary benefit program which esta- 
blishes pension benefits for the service of a 
member prior to participation in the basic 
OMERS plan, special early retirement pensions 
or optional service entitlements and are pro- 
vided by individual employers for all or groups of 
employees; 
(iii) prior service agreements, which absorbed 
pension plans in existence prior to the establish- 
ment of OMERS; 
(iv) a scheme whereby individual employers may 
increase the pensions being paid to retired 
former employees or their beneficiaries. 


The Board is also authorized to manage and ad- 
minister other governmental pension plans separate 
and distinct from OMERS. Under separate agree- 
ments, the Board manages the pension plans of 
Ryerson Polytechnical Institute, the Colleges of Ap- 
plied Arts and Technology, the Elliot Lake Centre 
d’Elliot Lake and for the Caucus Employees of the 
Legislature. These pension plans are referred to as 
“managed plans” throughout this report. 


MAJOR ACTIVITIES — 1979 


There were two changes to The OMERS Act during 
1979. The sections of the Act providing for the 
investment of funds were amended to allow that all 
funds available for investment could be invested in 
marketable securities rather than a portion of such 
funds. In 1979 all available funds for investment were 
“channelled into marketable securities and no further 
funds were invested in the special non-marketable 
Provincial debentures. 


A section of the Act which prevents the garnish- 
ment, attachment, seizure and assignment of the in- 
terests of a person in the Fund was amended so that 
these restrictions would not apply to the satisfaction 
of an order for support under The Family Law Reform 
Act, 1978. 


There were a number of amendments to the Regu- 
jation made under the Act in 1979. The sections pro- 
viding for members to purchase as credited service 
past periods of broken service and waiting periods 
were amended to correct an ambiguity that appeared 
to provide an employer an opportunity to deny this 
provision to members. 


The disability retirement benefit was changed to 
provide that, after the first two years of disability as 
the result of mental illness, the disability would con- 
tinue if a medical practitioner specializing in 
psychiatry or neurology certified that such was the 
case rather than the previous requirement that the 
disabled member be in an _ institution. Certain 
rewording of the disability retirement benefit section 
related to the continued accrual of credited service 
while on disability was introduced for clarification. 


The transfer-in provision of section 22 of the 
Regulation was amended to provide a six month 
period for a member to purchase by way of a lump 
sum amount all transferred-in service as credited 
service under OMERS if the funds transferred from a 
former plan are insufficient, and to ensure that no 
more service could be granted under OMERS than 
was available under the former pension plan. 


The optional service provisions of the Regulation 
were re-written to clarify the situation where funds 
cannot be released from former pension plans. In ad- 
dition, the period of service for eligibility for special 
early retirement supplementary benefits was also 
Clarified. 


Near the end of 1979, the Board proposed a 
number of further changes to the Regulations to cor- 
rect inadequacies in various sections related to the 
administration of a final average earnings formula 
for a multi-employer plan. These proposed amend- 
ments have been held in abeyance pending the 
Report of the Royal Commission on Pensions in 
Ontario. 


The actuarial valuation of the Fund as at January 1, 
1978 based on the new final average earnings for- 
mula was filed with The Pension Commission of 
Ontario. The Board requested the actuary to prepare 
an actuarial valuation as at January 1, 1979 and again 
on January 1, 1980 so that the progress of the finan- 
cial status of the Fund under the new formula could 
be monitored. Unfortunately, the filing of member 
data for 1978 was delayed by many employers with 
some of the information not received until 1980. 
Details of the valuation as at January 1, 1979 were 
not available for inclusion in this report. 


During 1979 the Board completed the project of 
rebating member future service supplementary con- 
tributions which had been made redundant with the 
change to a final average earnings formula on 
January 1, 1978. The final tally of these rebates 
showed that 17,901 members from 115 employers 
received a rebate. The largest group of 10,961 
members transferred their rebate to a RRSP, 2,877 
members received cash refunds because the 
amounts were under $250 and a further 1,661 left the 
money with OMERS to purchase additional voluntary 
pension. The remaining 2,402 members chose a 
variety of methods primarily to offset other sup- 
plementary benefit costs. This particular project re- 
quired and received excellent co-operation from the 
employers involved. 


During the year the Board examined the guarantee 
provision contained in section 12 of the Regulation. 
This provision ensures that the career average earn- 
ings pension earned by each member to December 
31, 1977 will be paid regardless of the pension 
earned under the final average earnings formula for 
service to December 31, 1977 and based on their 
final average earnings. During 1979, out of 2,214 
pensions calculated where the guarantee was a pos- 
sibility, one-half of these pensions received the 
guarantee amount. The Board received comment 
from employers and member groups concerning the 
adequacy of the guarantee provision, and after 


examining this matter in some detail, recommended 
no change to the present provisions which meet the 
requirements of The Pension Benefits Act. 


The Board spent considerable time examining 
methods to provide increases to pensions under 
payment. It was noted in the 1978 Annual Report that 
there would be no further ad hoc increases to the 
pensions paid under the System “unless alternate 
means can be found to finance such improvements”. 
The Board examined various sources of municipal 
pensions under payment since all municipal pen- 
sions are not paid from OMERS. The Board con- 
sidered whether a universal or an_ individual 
employer scheme for pension improvement would 
be most appropriate and also examined The Super- 
annuation Adjustment Benefits Act which is utilized 
for Provincial civil servants and teachers. The Board 
is awaiting the Report of the Royal Commission on 
Pensions in Ontario which is expected to address 
this issue and the Board will further examine this 
matter at that time. 


COMMUNICATION 


The Board continued the practice of issuing 
UPDATE three times a year. UPDATE outlines all 
matters considered by the Board and all recom- 
mendations made by the Board concerning the 
System. It is a synopsis of the Board meetings which 
is provided in sufficient quantity to each employer 
So that it can be posted in the various work places of 
the members and allow each member an opportunity 
of knowing what the Board is doing. 


One issue of UPDATE in 1979 included a “pension 
income study” which attempted to show the pre and 
post retirement incomes of members at various 
levels and under various circumstances. Further 
items of general interest are to be included in future 
issues of UPDATE. 


Since 1977 the Board has held regular monthly 
meetings outside of the Board’s offices in Toronto. 
These meetings are arranged to allow the members 
and employers to meet personally with the Board 
members and to emphasize to the plan participants 
that the Board operates the System for the members 
and is anxious to discuss any aspect of the System. 
Meetings have been held in Thunder Bay, Sault Ste. 
Marie, Ottawa, London and Sudbury, and meetings 
in Timmins and Kingston are planned for 1980. 


PENSION ADMINISTRATION 
Finance 

A five year review of financial and membership 
highlights is presented in Schedules 1 and 2 of this 
report. 

The following table highlights certain financial 
aspects of the basic plan and percentage changes 


from a year ago: 


% \Increase 


($ Thousands) 1979 1978 1979/1978 
Member Contributions $111,793 $102,537 9% 
Employer Contributions 114,647 103,934 10 
Investment Income 137,381 108,423 27 
Pension Payments 28,303 21,081 31 
Member Contributions 

Refunded and Transferred 27,795 21,649 38 
Administrative Expenses: 

Less Recoveries 1,236 1,038 19 
Funds Held in Trust: 

Prior Service 5,040 7,987 (37) 

Supplementary Benefit 135,544 129,017 5 

Managed Plans 226,768 182,805 24 


The administration of the pension programs 
encompasses costs for the basic plan, supplemen- 
tary benefits agreements, prior service agreements, 
and the managed plans. The workload associated 
with these main segments is combined into the 
various administrative functions and costs are 
recovered from the supplementary benefits 
agreements and the managed plans by assessing a 
charge of 1% of contribution income each year. This 
ensures that the basic plan administrative costs are 
not subsidizing these other areas. 


The following table examines the pension admin- 
istrative costs for the last four years, together with 
fee recoveries and cost per member. 


($ Thousands) 1979 1978 1977 1976 
Pension Administration 

Costs, Gross $1,809 $1,564 $1,330 $1,316 
Fee Recoveries BES) 526 564 567 
Net Costs $1,236 $1,038 $ 766 $ 749 
Year End Membership 

(Active, Deferred, 

Pensioners) 138,051 134,076 123,049 117,301 

Cost per Member $8.95 $7.74 $6.23 $6.39 


The 1979 cost per member was 15.6% higher than 
in 1978. The major portion of this increase was 
related to computer time rental and the purchase of 


outside programming assistance related to a revised 
member record system adapted to a final average 
earnings formula and the changeover from the 
previous system. These additional costs of $75,000 
represented 55¢ per member and without these 
costs, the per member cost would have increased 
BHO Ya. 


MEMBERSHIP 


On December 31, 1979, there were 473 munici- 
palities, 123 school boards, and 419 other local 
boards participating in the System for a total of 
1,015 employers. 


At year end, there were 117,486 members of the 
System with 52% being employees of munici- 
palities, 25% employees of school boards and 23% 
employees of other local boards. 35% of the 
members of the System are female and 13% of the 
members are policemen or firemen with a normal 
retirement age of 60. 


The change in membership in 1979 is as follows: 


Contributing Members, January 1, 1979 115,615 
Members Enrolled 13,168 
128,783 
Terminated members electing: 
— arefund of contributions 8,150 
— adeferred pension 190 
— atransfer to another plan 69 
Disabled members electing waiver 545 
Members retiring on pensions 2,010 
Deaths of members _ 333 11,297 
Contributing members, December 31, 1979 117,486 


The number of members or their beneficiaries 
receiving pensions from the System increased 15% 
in 1979 and the amount paid to pensioners in 1979 in- 
creased 31% over that paid in 1978. On December 31, 
1979, there were 10,550 retired members receiving 
normal retirement pensions, 1,986 receiving early 
retirement pensions, 1, 078 receiving disability pen- 
sions and there were 3,512 spouse benefits under 
payment and 119 children’s pensions being paid. 


At year end there were 3,320 members who had 
elected a deferred pension on termination of service 
and this is a decrease of 144 members from the 
beginning of the year. 47 members with a deferred 
pension entitlement were enrolled in the System and 


287 commenced to receive a benefit from the 
System. 190 members who terminated during the 
year elected a deferred pension and this represents 
only 2% of all terminating members entitled to the 
immediate vesting provision of OMERS. The subject 
of the ‘‘vesting” of pension entitlements on termina- 
tion of service is a current issue being examined in 
the many reports on pension plans in Canada and 
the experience of OMERS over the last few years is 
of particular interest because the System provides 
“immediate vesting’ on termination and does not re- 
quire a five or ten year service requirement common 
to other public sector pension plans. 


The following is a summary of the benefit entitle- 
ments elected by members terminating service for 


other than retirement, disability or death: 


Number of Members 


Benefit 1979 1978 1977 1976 
Deferred Pension 190 510 951 744 
Refund of 
Contributions 8,150 6,598 5,829 7,016 
Transfer to Another 
Pension Plan 69 79 231 155 
8,409 7,187 7,011 7,915 


In the last four years, 30,552 members have ter- 
minated their service and 90% elected a refund of 
contributions and only 10% chose to protect their 
pension entitlement by electing a deferred pension 
or transferring their pension credits to the pension 
plan of their new employer. 


There are 1,015 municipalities and local boards 
participating in the System, an increase of 22 
employers over 1978. 522 employers had less than 25 
members with an average of 9 members per 
employer. The 25 employers with the greatest 
number of members (an average of 1,800) represent 
39% of the total membership. When OMERS was 
established in 1962, one of the main objectives was 
to provide adequate pensions at reasonable cost to 
the many smaller municipal employers who would 
find it difficult to provide such pensions individually. 
The ‘‘pooling” of both large and small groups of 
employees has proven successful under the multi- 
employer approach of OMERS. 


When OMERS was first established many muni- 
cipal employers transferred assets in a former pen- 
sion plan to OMERS under the terms and conditions 
of prior service agreements. At the end of 1979, the 


Board was administering 213 prior service agree- 
ments covering 1,895 members and held assets of 
$5,040,000 under these agreements. These agree- 
ments are gradually diminishing as many of the 
original covered members have retired over the 
seventeen year history of OMERS. 


Commencing in 1969, OMERS was authorized to 
provide supplementary benefits to individual 
employers and their employees. These supplemen- 
tary benefits are utilized to provide pension benefits 
for the service of employees prior to the date the 
employer elected to participate in the System and 
also to provide for unreduced early retirement pen- 
sions for members within the ten year period before 
their normal retirement age and on completion of at 
least thirty years of service. On December 31, 1979, 
the Board had entered into 229 supplementary agree- 
ments covering 22,207 members and held assets of 
$135,544,000 to fund these benefits. 


INVESTMENT PROGRAM 
Source of Funds 


The investment program of OMERS includes the 
investment of funds generated by the basic plan, 
prior service agreements, supplementary benefit 
agreements, and the four managed plans. The funds 
are derived from member and employer contri- 
butions, interest and dividends from investments, 
sales of investments and capital repayments, less 
benefit payments and administrative expenses. 


Investment Expenses 


From 1963 to 1974 all funds available for invest- 
ment were invested in special non-marketable Pro- 
vincial debentures in accordance with the terms of 
the Act and the administrative expenses were 
negligible. From 1975 to 1978 available funds were 
invested in a combination of Provincial debentures 
and marketable securities, and beginning in 1979 all 
available funds were invested in the capital markets 
in accordance with the provisions of The Pension 
Benefits Act. The investment of funds in the capital 
markets has resulted in considerable administrative 
expense. 


Certain costs, such as commissions paid on the 
purchase and sale of securities and servicing fees 
for mortgages, are added to the purchase price of 


the asset or are deducted from income before it is 
received. 


The investment of funds in marketable securities 
has resulted in expenses comprising staff compen- 
sation, office accommodation and equipment, com- 
puter facilities, custodian and banking costs, audit 
and legal costs, communication and normal office 
costs. The amount of funds invested in marketable 
securities has grown very rapidly in the last four 
years and the expenses have increased rapidly as 
well. To control the level of these investment ex- 
penses the Board has established a guideline of 1/10 
of 1% (0.10%) of the year end portfolio at cost. A 
four year Summary of the investment expenses is as 
follows: 


($ Thousands) 1979 1978 1977 1976 
Expenses $ 468 $ 365 $ 209 $ 111 
Year End Portfolio 

at Cost 758,997 328,598 158,107 76,684 
Expenses asa 

Percentage of 

the Portfolio 0.06% 0.11% 0.138% 0.14% 


Portfolio Summary 


The following is a summary of the total invest- 
ments of the Fund at cost: 


As At December 31 


($ Thousands) 1979 1978 

Short Term MS TAIZ 9% $ 13,221 4% 
Mortgages 283,382 37 175,243 53 
Bonds 242,845 32 HAY 2p 
Equities 142,063 19 56,380 17 
Real Estate 19,486 3 2490 eso 
Total Marketable 

Securities $ 758,997 100% $ 328,598 100% 
Special 

Non-Marketable 

Provincial 

Debentures 1,293,025 1,293,025 

Total Portfolio $2,052,022 $1,621,623 


The total portfolio grew 22% in 1978 and 27% in 
1979. However, the portion of the portfolio invested 
in marketable securities grew 108% in 1978 and 
131% in 1979. This doubling of the marketable 
security portion of the portfolio will not occur in 
future years but will have annual growth rates of 
approximately 50% in 1980 and 40% in 1981. These 
are significant growth rates for any pool of capital 
and have increased considerably the responsibilities 
of the Board. 


Special Provincial Debentures 


The investment of funds in special non- 
marketable Provincial debentures ceased as of 
December 31, 1978. The Board receives annual in- 
come of $117,250,592 on these debentures which 
represents an annual rate of return of 9.07%. Details 
of these investments will be found in the financial 
- statements of the Fund which are provided later in 
this report. 


Marketable Investments 


When the Board was granted the authority to in- 
vest funds in marketable securities, it was also 
granted authority to appoint an investment policy 
committee which could comprise members of the 
Board, officers of the Board and other persons with 
senior investment experience. 


The Board appointed this Committee in 1975 as a 
standing committee of the Board and the current 
membership is noted earlier in this report. 


The Investment Policy Committee of the Board 
meets each month and has the responsibility of 
recommending overall investment policy to the 
Board, establishing short term strategy for investing 
funds, recommending investment criteria that 
establishes the authorities for the staff to undertake 
actual investments. The Committee also reviews all 
operational aspects of the investment program. 


The primary objective of the Board in investing 
funds in marketable securities is to maximize the 
value of the funds invested over time through the ad- 
dition of investment income and capital appreciation 
bearing in mind the protection of the capital in- 
vested. The current investment policy established by 
the Board to meet this objective is as follows: 


Minimum-Maximum Percentage 
of Total Portfolio 


Class of Asset __ 1980 __ SORTED 
Mortgages 25% - 75% 30% - 75% 
Bonds 20% - 65% 20% -50% 
Equities 0 -40% 0 -30% 
Real Estate 0 -10% 0 -10% 
Short Term QO -25% 0 -50% 


At the end of 1979 the portion of the portfolio in- 
vested in the various classes of assets was within 
the investment policy. 


The average yield on the marketable securities, 
using the formula of net investment income (income 
less investment expenses) divided by one-half the 
sum of the book value of the investments at the 
beginning of the year and at the end of the year less 
net investment income during the year and time- 
weighting the investments by month during the year 
was 10.88% in 1979. This compares to 10.47% in 
1978, 10.50% in 1977 and 9.68% in 1976. 


Investments in mortgages have received impor- 
tant emphasis since 1975. During 1979 the mortgage 
market passed through several states of disarray 
with the discontinuance of Federal and Provincial 
programs to assist the rental market, a decline in 
new housing starts and rising interest rates towards 
the end of 1979 which curtailed the market. 


To offset the deterioration of the normal mortgage 
markets during 1979, investments were made for the 
first time in graduated payment mortgages on rental 
properties, public housing projects insured by Cen- 
tral Mortgage and Housing Corporation and in non- 
insured conventional commercial loans. In some in- 
stances, the commercial mortgage loans are at less 
than the current interest rates but with substantial 
participation in the net revenues of the commercial 
undertaking. 


The following table compares the mortgage por- 
tion of the portfolio at the end of 1978 and 1979: 


($ Millions) Amortized Cost 

Residential 1979 1978 
Single Family $ 29.239 $ 33.062 
Rental 234.811 131.128 


Condominium 
Nursing Home 


Commercial 


Total 


6.893 7.749 
852 .862 


$271.795  $172.801 


11.587 2.442 


$283.382  $175.243 


Mortgages have declined from over 50% of the 
portfolio of marketable securities in 1978 to 37% at 
the end of 1979. In addition, future commitments for 
payout in 1980 and 1981 totalled $139 million at year 
end and this level of future commitment will not sus- 
tain the mortgage portion of the portfolio at the cur- 


rent 37% level. 


Bonds, representing one-third of the portfolio of 
marketable securities at the end of 1979, received 


half of the investment of new funds during the year. 
The present position of the bond portfolio compared 
to one year ago is as follows: 


($ Millions) Amortized Cost 
Description 1979 1978 
Government Bonds: 
Canada $ 89.455 $ 5.917 
Provincial 76.751 11.625 
Municipal 20.430 10.456 
$186.636 $27.998 
Corporate Bonds 56.209 43.266 
Total $242.845 $71.264 


As can be seen from this table, significant addi- 
tions were made to the bond portion of the portfolio 
in Government of Canada and Provincial Govern- 
ment bonds. The municipal bond segment doubled 
in 1979 and purchases of corporate bonds were 
limited. 


The equities, or common stock portion of the port- 
folio increased 150% in 1979 from $56,000,000 to 
$142,000,000 at book cost. However, as a percentage 
of the total portfolio of marketable securities, 
equities have increased from 17.2% in 1978 to 18.7% 
in 1979. 


At the end of 1979, 31% of the equity investment 
was invested in mutual funds, 4% was managed on 
behalf of OMERS and 65% was invested in individual 
shares of Canadian and United States corporations 
by the staff of OMERS. 


($ Millions) Cost 
Canadian Investments: 1979 1978 
Mutual Funds $ 10.115 $ 7.867 
Individual Stocks 65.867 22.809 
$ 75.982 $30.676 
Foreign Investments: 
Mutual Funds: 
United States $ 30.066 $12.726 
Pacific 3.640 4.198 
Managed Funds: 
Europe/United Kingdom 4.731 .674 
Individual Stocks: 
United States 27.644 8.106 
$ 66.081 $25.704 
Total $142.063 $56.380 


Non-Canadian equity investments represented 
46% of this portion of the portfolio and about 9% of 
the total portfolio of marketable securities. 


During 1979, the staff of OMERS invested almost 
$63,000,000 in the Canadian and U.S. stock markets 
while mutual and managed funds had some 
$23,000,000 directed to this form of investment. 


The real estate component of the portfolio in- 
creased $7,000,000 during 1979 and at year end this 
type of investment amounted to $19,486,000. These 
are revenue producing assets with the Fund receiv- 
ing the net profit from operation and, in addition, 
there is the added advantage of capital appreciation 
over time. OMERS has joined other pension funds 
for the purchase of this type of asset through jointly 
owned companies. 


OMERS utilizes short term investments primarily 
to hold funds pending the purchase of other assets. 
Interest on the non-marketable Provincial deben- 
tures is received on June 30th and December 31st 
each year and a major portion of the short term 
investments at year end is the result of investing the 
December 31st Provincial interest payment. 


While the Fund contains the traditional invest- 
ments in stocks and bonds, the Board has attempted 
to be innovative in seeking a variety of assets which 
provide competitive rates of return and safety of the 
funds invested. The Board has utilized foreign 
investments to ensure that growth of these markets 
will be reflected in the asset growth of the Fund. At 
year end the Board had authorized the ownership, 
through a wholly-owned subsidiary company, of oil 
and gas producing properties and is investigating 
means of investing in venture and development 
capital opportunities in smaller Canadian com- 
panies. In consort with several other pension funds, 
OMERS owns aterm lending company which makes 
loans to small companies. 


Rising interest rates in the latter part of 1979 
reduced the market value of the fixed income (bonds 
and mortgages) portion of the portfolio and at the 
same time the market value of common stocks had 
increased. The market value of bonds and mortgages 
at year end was $468,000,000, equities $168,000,000 
and real estate $24,000,000. 


A detailed summary of the portfolio of marketable 
securities will be found on Schedule 5 of this report. 


Complete details of the portfolio are available to any 
member or employer on request to the Board. 


ACTUARIAL VALUATION 


A pension plan, by law, is required to be valued by 
an actuary every three years and this actuarial valua- 
tion is to be filed with The Pension Commission of 
Ontario. The actuarial valuation of the Fund as at 
January 1, 1978 was filed with and accepted by the 
Commission. The next required filing will be for the 
valuation dated January 1, 1981. 


As noted earlier in this report, there was consider- 
able delay in the receipt and processing of member 
data for 1978 with the result that the valuation 
results as at January 1, 1979 are not available at this 
time. 


The following table presents the results of the last 
actuarial valuation of the Fund as at January 1, 1978: 


($ Millions) Valuation Results as at January 1, 1978 
Actuarial Liabilities 


Present value of: 


Pensions under payment $ 193.182 
Vested deferred pensions 15.226 
Pensions for current 
contributors and 
their survivors 912.237 
Refunds for present 
contributors 73.298 
$1,193.943 
Assets 
Fund assets at January 1 $1,078.780 
Present value of remaining annual 
instalments required to provide 
for unfunded liability 
as at January 1, 1978 tit 5m63 
$1,193.943 


The above valuation results have been determined 
on the minimum funding requirement under The 
Pension Benefits Act which determines the value of 
pension earned by contributing members at January 
1, 1978 based on their credited service to that date 
but with their earnings projected to their normal 
retirement date. In determining these values the 
main assumptions used are that salaries will in- 


crease 5% per year into the future and the invest- 
ments will yield a6% rate of return each year. This 
same interest rate is used to value the pensions 
under payment and the deferred pension liabilities. 


The valuation of January 1, 1978 indicated an un- 
funded liability (actuarial deficiency) of $115.163 
million and this liability is being funded by annual 
payments over a fifteen year period with the first pay- 
ment due in 1978. The above table shows the value of 
the instalment payments as an asset and this 
presentation will allow a comparison of the actual 
change in the overall funding of the plan from year to 
year in the future. 


The Board is of the opinion that the actuarial 
valuation of the Fund noted above indicates that the 
current level of member and employer contribution 
will fund the basic plan in the foreseeable future. 


MANAGED PLANS 


The Board manages and administers, separately 
from OMERS, the pension plans of the following 
organizations: 


Ryerson Polytechnical Institute 
Colleges of Applied Arts and Technology 
Elliot Lake Centre d’Elliot Lake 

Caucus Employees of the Legislature 


These plans are operated under separate agree- 
ments with the Board and all member records, books 
of account, financial reporting, bank accounts and 
other records are kept for each of the plans. The 
Board receives a management fee each year for this 
administration so there is no charge against the 
operation of OMERS. 


THE BOARD AND ITS ADVISORS 


Mr. A. P. Clark, a member of the council of the 
Township of Muskoka Lakes, was appointed to the 
Board in March, 1979 to replace Mr. E. C. Hill who 
had resigned in November, 1978. 


The membership on the Investment Policy Com- 
mittee of the Board in 1978 continued to serve during 
1979. As well, actuarial, legal and medical advisors 
appointed by the Board continued to provide their 
specialized services to the Board during 1979. 


During 1979, the authorized staff complement was 
75 positions, with 14 in the investment area, 56 in the 
pension area and 5 in the management and policy 
development area. In addition, the System is well 
served by the many employees of the 1,015 
employers that participate in OMERS and who 
undertake the day to day administration of the 
pension programs. 


CONCLUSION 


OMERS has been in operation for seventeen years 
and looking back to the reasons for establishing the 
System — to provide adequate pensions to the 
employees of local governments in Ontario at 
reasonable and stable cost to the employees and 
employers — and looking at the position of the 
System at the end of 1979, it would appear that 
OMERS has met the original objective. 


There have been many changes and improve- 
ments to OMERS over the years and with the current 
exposure Of public and private pension plans in 
Canada to extensive study, in all probability, there 
will continue to be changes and improvements to 
this retirement program for municipal employees. 


The Board operates OMERS for the benefit of the 
members with the financial and administrative par- 
ticipation of their employers and attempts to provide 
complete disclosure of information on all aspects of 
the System to the employers and members. The in- 
dividual members of the Board, the majority of whom 
are contributing members of the System, appreciate 
the opportunity to serve the members and employers 
and to meet the challenge of administering one of 
the largest and most financially sound pension plans 
in Canada. 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Balance Sheet 
as at December 31, 1979 


Assets 

Investments (note 2) 
Contributions receivable 
Accounts receivable 
Accrued income 


Cash 


Reserves and Liabilities 
Reserves for: 

basic benefits (note 3) 

prior service benefits (note 4) 


supplementary benefits (note 4) 


Deposits from administered pension 
funds (note 5) 


Accounts payable and accruals 


Pension benefits payable 


Signed on behalf of the Board 


AS (AGE, 


Member 


Member 


10 — 


1979 


$2,052,022,637 
23,007,676 
302,512 


11,843,710 


65,433 


$1,718,762,999 


5,039,962 


135,543,898 


$1,859,346,859 


226,768,259 


654,811 


472,039 


1978 


$1,621,623,189 
25,066,012 
279,405 
48,206,347 
2,017,660 


$1,377,027,453 


7,987,093 


129,016,756 


$1,514,031,302 


182,805,050 


335,384 


20,877 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Schedule of Administrative Expenditures 
for the year ended December 31, 1979 


ioe 


1979 1978 
Personal services including employee benefits 
’ Salaries of regular staff $1,148,709 $ 974,079 
Salaries of casual staff 55,053 51,743 
Pensions 84,794 71,419 
Unemployment insurance 12,632 I2RIS 
Workmen’s compensation 1,864 1,559 
Hospital and medical insurance 47,446 29,246 
Term-life insurance 7,282 6,152 
Long-term disability insurance 9,523 8,172 
$1,367,303 $1,154,685 
Transportation and communication 
Travel expenses, including overtime meal allowances $ 37,411 $ 27,432 
Telephone 51,866 44,530 
Postage and express 45,889 42,800 
$ 135,166 $ 114,762 
Purchases of service 
Actuarial services $ 39,510 $ 49,990 
Audit services 23,650 20,400 
Medical services 15,615 9,120 
Legal services 44,844 34,510 
Other professional services 119,869 81,415 
Recruitment and training of employees 16,603 4,003 
Rental of offices 146,678 137,666 
Rental of equipment, including data processing 144,404 80,709 
Maintenance and repair of equipment 9,033 3,549 
Electricity 5,896 7,034 
Insurance 2,289 1,166 
Board’s services 27,670 28,116 
$ 592,561 $ 457,678 
Materials and supplies 
Furniture and equipment purchased $ 34,196 $ 33,656 
Supplies and stationery 101,769 95,389 
Publications for members and employers 45,710 72,007 
Alterations to offices 861 1,308 
$ 182,536 $ 202,360 
Total expenditures $2,277,566 $1,929,485 
Distribution 
— Pensions $1,809,478 $1,564,047 
— Investments 468,088 365,438 
$2,277,566 $1,929,485 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 
for the year ended December 31, 1979 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Investments 


Investments are recorded in the accounts at cost. Gains or losses on their disposal are credited or 
charged to income. Income from investments is recorded on the accrual basis. 


Contributions 


Member and employer contributions received subsequent to the year-end, but which are applicable to 
the current year, are recorded as receivables. 


Benefits 
Payments for benefits are recorded in the year in which such payments are made. 


2. INVESTMENTS 


The following is a description of the investments: 


(a) Province of Ontario debentures issued under section 7(3) of The Ontario Municipal Employees 
Retirement System Act. 


Weighted Average 


Date of Maturity Interest Rate Cost 

December 31, 1993 8.06% $ 129,500,000 
December 31, 1994 9.50% 148,825,000 
December 31, 1995 9.70% 182,250,000 
December 31, 1996 6.00% 20,100,000 
December 31, 1997 6.30% 24,900,000 
December 31, 1998 7.21% 33,100,000 
December 31, 1999 8.19% 46,700,000 
December 31, 2000 9.10% 57,600,000 
December 31, 2001 7.85% 75,000,000 
December 31, 2002 9.50% 265,800,000 
December 31, 2003 9.45% 187,950,000 
December 31, 2006 9.77% 121,300,000 


$1,293,025,000 


The weighted average interest rate on the total investment in Ontario debentures is 9.07%. 
Market value for the Ontario debentures has not been determined as these debentures have no quoted market 
value. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 
for the year ended December 31, 1979 


2. INVESTMENTS (continued) 


(b) Investments commencing September 30, 1975 under section 7(3b) of The Ontario Municipal Employees 
Retirement System Act which are subject to the limitations of The Pension Benefits Act. 


1979 1978 
Market Value Cost Market Value Cost 
Bonds and Debentures $217,028,333 $242,845,464 $ 69,361,628 $ 71,263,725 
Mortgages 251,178,524 283,382,444 172,772,291 175,242,720 
Equities 168,292,263 142,062,810 63,187,097 56,379,621 
Real Estate 23,933,138 19,486,272 16,294,921 12,490,520 
Short Term Deposits 71,220,647 71,220,647 13,221,603 13,221,603 


$731,652,905 $758,997,637 $334,837,540 $328,598, 189 


Market value is quoted value for bonds, debentures and equities. 
Market value for mortgages is computer based on market yields. 
Market value for real estate is appraised value as provided by our property manager. 


3. BASIC BENEFITS RESERVE 


The basic benefits reserve is maintained for the payment of pensions to retired members or their 
beneficiaries and the future payment of pensions and benefits to contributing members and to terminated 
members who have elected a deferred pension. 


The latest actuarial valuation of the fund dated January 1, 1978 determined the total actuarial liabilities of 
the Fund for basic benefits to be $1,193,943,000 using the minimum funding basis provided under The 
Pension Benefits Act. The basic benefits reserve to meet these liabilities as at December 31, 1977 was 
$1,078, 780,000 resulting in an actuarial deficiency of $115,163,000. 


The minimum annual amount required to amortize the deficiency over 15 years is calculated to be 
$11,976,000. 


The results of the valuation projected to December 31, 1979 indicate that the existing levels of member 
and employer contributions are sufficient to meet the cost of benefits to be earned in each calendar year 
and to meet the special annual payments referred to above. 


4. PRIORSERVICE AND SUPPLEMENTARY BENEFITS RESERVES 


Under the terms of The Ontario Municipal Employees Retirement System Act various participating 
employers have entered into agreements with the Board for the provision of prior service and/or sup- 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 
for the year ended December 31, 1979 


plementary benefits. The prior service and supplementary reserves represent the net assets available for 
payment of benefits under the agreements. Each employer is responsible, individually, for the funding of 
such benefits. 


ADMINISTERED PENSION FUNDS 


The administered pension funds (which form part of the Fund and which are administered on behalf of 
the Ontario Council of Regents for Colleges of Applied Arts and Technology, the Ryerson Polytechnical 
Institute, the Elliot Lake Centre d’Elliot Lake and the members of the Legislative Assembly as represented 
by the Board of Internal Economy [the Caucus Employees Retirement Plan]) are credited with amounts 
which are equal to the income received by the Fund from the investment of the monies deposited in the 
Fund by the administered pension funds. 


COMMITMENTS 
Mortgage commitments outstanding at December 31, 1979 amounted to approximately $139,000,000. 


The administration of the Fund is conducted on leased premises and the Board has entered into a lease 
agreement which involves a minimum annual base rental of $120,638 to 1981 and $96,330 to 1986. 
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CS nN StL gd ol aS STACINS SEIN TELEPHONE (416) 869-1130 


CABLES COLYBRAND 


OFFICES THROUGHOUT CANADA TEEEX OG=23590 
AND IN PRINCIPAL AREAS 145 KING STREET WEST 
OF THE WORLD TORONTO, ONTARIO, CANADA MSH !V8 


April 18, 1980 


‘AUDITORS' REPORT 
TO THE 
ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


We have examined the balance sheet of the Ontario Municipal 
Employees Retirement Fund as at December 31, 1979 and the statement 
of the reserves for the year then ended. Our examination was made in 
accordance with generally accepted auditing standards, and accordingly 
included such tests and other procedures as we considered necessary in 
the circumstances. 


In our opinion, these financial statements present fairly the 
financial position of the Fund as at December 31, 1979 and the results 
of its operations for the year then ended in accordance with generally 
accepted accounting principles applied on a basis consistent with that 


of the preceding year. 
CSA. 


CHARTERED ACCOUNTANTS 
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BOSTON 
CHICAGO 
CLEVELAND 
DALLAS 
DETROIT 
FORT WORTH 
HONOLULU 
HOUSTON 
LOS ANGELES 
MIAMI 


Walle Megall COMPANY 


ACTUARIES-EMPLOYEE BENEFIT CONSULTANTS-RISK MANAGEMENT CONSULTANTS 
INTERNATIONAL BENEFITS-EMPLOYEE COMMUNICATIONS 
41 ADELAIDE STREET WEST 
TORONTO, ONTARIO MSH 3L5 


(416) 862-0393 


MINNEAPOLIS- 
ST. PAUL 
NEW YORK 
ORLANDO 
PHILADELPHIA 
SAN FRANCISCO 
WASHINGTON 
MONTREAL 
OTTAWA 
TORONTO 
VANCOUVER 


Actuarial Certificate at December 3], 1979 
ee ee LIC CEMDCL I 202 


Ontario Municipal Employees Retirement Fund 


The most recent actuarial valuation of the above Plan was conducted at January 1, 1978 
using the unit credit cost method. 


The results of the valuation reflect the major amendments made to the Plan as at 
January 1, 1978 involving the change from a retirement benefit based on career- 
average earnings to a retirement benefit based on final-average earnings. The results 
of the valuation indicated an actuarial deficiency of $115.163 million at January 1, 1978 
which is to be funded by special annual payments over a period not exceeding [5 years. 


The results of the valuation at January 1, 1978 projected to December 31, 1979 indicate 
that the existing levels of employee and employer contributions are sufficient to tneet 
the cost of benefits to be earned each calendar year and to meet the special annua! 
payments referred to above until the next actuarial valuation is made. 

We are of the opinion, therefore, that the assets of the Fund at December 31, 1979 
combined with the value of the remaining special payments are sufficient to rneet all 
the liabilities of the Plan in respect of services rendered by members up to that date. 

Respectfully submitted 


THE WYATT COMPANY 


March 4, 1980 R. Alvin Field, F.S.A. 
Fellow, Canadian Institute of Actuaries 
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Schedule 1 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


5 Year Review of Financial Data — 1975 to 1979 


($ Thousands) 1979 1978 1977 1976 1975 
*Investments at Cost 

Provincial Debentures $1,293,025 $1,293,025 $1,171,725 $ 983,775 $809,275 

Marketable Securities 758,997 328,598 158,107 76,684 15,744 

$2,052,022 $1,621,623 $1,329,832 $1,060,459 $825,019 

*Reserve for Basic Benefits $1,718,763 $1,377,027 $1,078,781 $869,076 $690,646 


Funds Held for 
Prior Service 


Agreement Reserve 5,040 7,987 8,002 8,247 7,654 

Supplementary Benefit 
Agreement Reserve 135,544 129,017 118,712 87,713 56,841 
Managed Plans 226,768 182,805 145,851 112,887 83,688 
$2,086,115 $1,696,836 $1,351,346 $1,077,923 $838,829 

Investment Income Earned 
Basic Plan $137,381 $108,423 $ 84,268 $ 65,560 $ 49,508 
Prior Service Agreements 95 410 427 404 373 
Supplementary Benefit Agreements 11,613 10,997 8,947 5,923 3,664 
Managed Plans 19,202 15,007 11,907 8,649 6,121 
$168,291 $134,837 $105,549 $ 80,536 $ 59,666 

Contributions Received for 
Basic Plan $226,440 $206,470 $141,075 $127,315 $106,497 
Prior Service Agreements 32 32 348 827 404 
Supplementary Benefit Agreements 27,836 25,593 32,436 33,017 22,286 
$254,308 $232,095 $173,859 $161,159 $129,187 

Payments to Members 
Pensions Paid $ 28,303 $ 21,649 $ 16,660 $ 12,867 $ 8,983 
Contributions and 

Interest Refunded 27,142 19,515 8,433 8,505 6,710 
Transfers to Other Plans 653 566 647 586 377 
$ 56,098 $ 41,730 $ 25,740 $ 21,958 $ 16,070 


Administrative Expenditures 
and Recoveries 
Pension Program 


Gross $ 1,809 $ 1,564 $ 1,300 $ 1,316 $ 1,102 
Fee Recoveries 573 526 564 567 410 
Net $ 1,236 $ 1,038 $ 736 $ 749 $ 692 
Investment Program 468 364 209 meta 81 
$ 1,704 $ 1,402 $ 945 $ 860 $ He 
Average Yield on Investments 

Provincial Debentures 9.07% 9.07% 8.93% 8.91% 8.61% 
Marketable Securities 10.88% 10.47% 10.50% 9.68% 8.07% 
Total Portfolio 9.55% 9.25% 9.10% 8.92% 8.48% 

Pension Program Net Expenditure 
as a % of Basic Plan Contributions 0.55% 0.50% 0.52% 0.59% 0.65% 


*the amount shown for each year as at December 31 is cumulative 
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Schedule 2 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


5 Year Review of Selected Data — 1975 to 1979 


__1979 __1978 __1977 __1976 __1975 
“Employers 
Municipalities 473 465 459 450 434 
School Boards 123 123 122 123 123 
Other Local Boards 419 405 399 403 394 
1,015 993 980 976 951 
*Members Contributing, Employed by 
Municipalities 60,757 59,691 54,031 52,538 49,133 
School Boards 29,619 29,428 27,529 27,026 26,345 
Other Local Boards 27,110 26,496 24,470 22,868 21,797 
117,486 115,615 106,030 102,432 97,275 
*Members Contributing 
Female 41,224 40,119 35,420 33,942 31,609 
Male 16,262 75,496 70,610 68,490 65,666 
117,486 115,615 106,030 102,432 97,275 
*Normal Retirement Age 65 101,872 100,377 91,771 88,953 84,880 
“Normal Retirement Age 60 15,614 15,238 14,259 13,479 12,395 
117,486 115,615 106,030 102,432 97,275 
*Terminated Members Who Have 
Elected a Deferred Pension 3,320 3,464 3,859 3,398 3,194 
*Number of Pensioners by Type 
of Pension 
Normal Retirement 10,550 9,415 8,456 UY 6,639 
Early Retirement 1,986 1,560 1,260 999 782 
Disability Retirement 1,078 870 719 623 510 
Spouses and Children 3,631 Shiley 2,725 2,297 1,890 
17,245 14,997 13,160 11,471 9,821 
*Total Membership Comprising 
Contributing Members, Deferred 
Pensions, and Pensioners 138,051 134,076 123,049 117,301 110,290 
Number of Members 
Enrolled Each Year 13,168 19,023 12,480 14,885 17,674 
Number of Members 
Terminated Each Year 11,297 9,438 8,882 9,728 9,107 
Net Increase Each Year 1,871 9,585 3,598 aPUISY/ 8,567 


*Cumulative totals at year end 
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Schedule 3 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 
Summary of Historical Highlights 


1962 — An Act establishing the Ontario Municipal 
Employees Retirement System was given Royal 
Assent on April 18th. 


1963 — The first members of the System were en- 
rolled on January 1st and the first contributions 
received one month later. 


1965 — Amendments were made for the “‘locking- 
in” of contributions as required under The Pension 
Benefits Act. 


After July 1, 1965 all persons engaged by a muni- 
cipality or local board must participate in OMERS to 
receive pension benefits. 


Provision was made for OMERS to manage and ad- 
minister other pension plans. 


1966 — The contributions and benefits were in- 
tegrated with the contributions and benefits of the 
Canada Pension Plan. 


Employees of electric utilities became members of 
OMERS for the first time. 


1967 — The supplementary benefit program was in- 
troduced. 


1968 — The eleven member Board was appointed by 
the Lieutenant Governor in Council on January 1. 


The interest rate on the special Provincial deben- 
tures issued to OMERS at each year end was in- 
creased from 5% to 6% %. 


The benefit formula was increased 10% from 2% of 
career earnings to 2.2% of career earnings. 


1969 — A disabled widower was extended the same 
benefits as a widow on the death of a member. 


1970 — The interest rate on the special Provincial 
debentures issued to the Board at each year end was 
changed from 62% to the average borrowing costs 
of the Province during a year. 


All basic pension benefits earned or payable on 
December 31, 1970 were increased by 10%. 


1971 — All basic pension benefits earned or payable 
at December 31, 1971 were increased by 5%. 


In addition to the 50% widows’ and disabled 
widowers’ pensions payable on the death of a 
member, a further pension of 10% for each child of 
the deceased member to a maximum of 25% was 
introduced. 


1972 — Councillors became eligible for membership 
in the System. 


All basic pension benefits earned or payable on 
December 31, 1972 were increased by 5%. 


1973 — An employer could improve the pensions be- 
ing paid to retired employees through the System. 


Rates of interest on special Provincial debentures 
issued to the Board during the years 1963 to 1969 
were retroactively adjusted. 


All basic pension benefits earned or payable at 
December 31, 1973 were increased by 5%. 


1974 — A portion of available funds could be in- 
vested in marketable securities under the provisions 
of The Pension Benefits Act commencing in 1975. 


1975 — All basic pension benefits earned by active 
and deferred members as at December 31, 1975 were 
increased by 10%. 


All pensions being paid to retired members on 
December 31, 1975 were increased 10%. 


A widower of amember became entitled to the same 
50% pension as a widow on the death of amember. 


1976 — Optional service, being service with another 
governmental employer or war service was added to 
the supplementary benefit program. 


1978 — Pension formula changed from 2.2% career 
average earnings basis to a 2% final average earn- 
ings basis. 
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Schedule 4 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


Summary of Benefits 


Basic Benefits 


Normal retirement at age 65 — except policemen and 
firemen who may retire at age 60. 


The annual normal retirement pension payable to a 
member is 2% of pensionable earnings multiplied by 
credited service, reduced when the member becomes en- 
titled to a pension under the Canada Pension Plan. In this 
formula: 


“pensionable earnings” means the annual average of the 
60 highest consecutive months of earnings; 


“credited service’? means continuous service when con- 
tributions have been made; 


“CPP reduction” means 0.7% of the annual average of 
the Year’s Maximum Pensionable Earnings under the CPP 
in the year of retirement and the two preceding years times 
credited service since January 1, 1966. 


A total disability retirement benefit for a disability that, in 
the first two years renders a member incapable of perform- 
ing the duties of his or her position and thereafter of any 
substantially gainful employment. The totally disabled 
member may continue to accrue credited service without 
contribution until normal retirement age or may elect a 
disability pension. 


A pension to a widow or widower of one-half the 
member’s pension plus 10% for each child under 21 years 
of age to amaximum of 25% and, where there is no widow 
or widower, a pension of one-half the member’s pension to 
the child or children of the member under 21 years of age. 


A deferred pension, payable at normal retirement age, if a 
member ceases to be employed before his normal retire- 
ment date. The pension benefits earned by a member under 
the System vest immediately in the member. 


An early retirement pension, commencing within the 10 
year period before normal retirement age, which is the 
actuarial equivalent of the normal retirement pension. 


A refund of the contributions of a member plus interest if 
the member terminates his employment, except if at termi- 
nation the member has ten years of continuous service with 


the employer and is over 45 years of age. In this event con- 
tributions made after January 1, 1965 may not be refunded. 


Portability of the pension if a member transfers employ- 
ment from one participating employer to another within 6 
months or to other governmental pension plans under 
special reciprocal transfer agreements. 


Supplementary Benefits (provided by an agreement be- 
tween a participating employer and OMERS) 


Type | — Final Averaging Earnings, Past Service Pension 


The Type | provides a benefit based on 2% of final 
average earnings and service before enrolment in OMERS. 
Any pension earned under a prior service agreement or ap- 
proved pension plan during this period of past service is 
deducted. 


Type I] — Current Average Earnings, Past Service Pension 


The Type Il provides a benefit based on 2% of current 
average annual earnings and service before enrolment in 
OMERS. Any pension earned under a prior service agree- 
ment or approved pension plan during this period of past 
service is deducted. 


Type Ili — Unreduced Early Retirement Pension 


Normally, if a member retires early (within 10 years of 
normal retirement date) the pension benefit payable undera 
Type | or Il supplementary benefit and the Basic Plan is ac- 
tuarially reduced. The Type III benefit provides for payment 
of the amount of this reduction if a member retires within 10 
years of normal retirement date under the following condi- 
tions: 


(a) completion of 30 or more years of continuous service 
with the employer, or 


(b) retirement due to permanent partial disability as 
determined by the employer. 


Optional Service — The service of amember with another 
governmental employer or war service may be added to a 
Type lor Type II benefit and the member must contribute on 
a formula basis to be entitled to this service. This service 
becomes additional past service of the member. 
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Schedule 5 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 


Summary of Marketable Securities 


($ Thousands) 


Mortgages 
Residential (NHA Insured) 
— Single Family 
— Condominium 
— Rental 
—Nursing Homes 
Residential (Privately Insured) 
— Condominium 
— Rental 
Commercial (Uninsured) 
— Office Buildings 
— Hotel 
— Store 


Total Mortgages 


Bonds 

Government — Canada 
— Provincial 
— Municipal 

Corporate 

Total Bonds 

Equities 


Canada — Individual Stocks 
— Metals and Minerals 
— Oil and Gas 
— Paper and Forest Products 
— Consumer Products 
— Industrial Products 
— Transportation 
— Utilities 
— Communications and Media 
—Financial Services 
— Management Companies 
Canada — Mutual Funds 


Total Canadian Equities 


as at December 31, 1979 


Amortized Percentage 
Book of 
Value Portfolio 

$ 29,239 3.9% 

5,424 0.7 
228,439 30.1 
852 0.1 
1,469 0.2 
6,372 0.8 
2,406 0.3 
6,986 0.9 
2,195 0.3 

$283,382 37.3% 

$ 89,455 11.8% 
76,751 10.1 
20,430 Pati 

__56,209° ele 

$242,845 32.0% 

$ 10,916 1.4% 

3,431 0.5 
2,831 0.4 
2,814 0.4 
8,740 Wel 
3,441 0.5 
11,090 les 
2,441 0.3 
Oe Gili2 2.0 
4,851 0.6 
OMS 1483 
$ 75,982 10.0% 


Yieldon 
Book 


Value 


10.84% 
11.66 
10.74 
11.37 


10.92 
10.60 


10.75 
11.74 
10.37 


10.79% 


10.38% 
10.28 
10.43 
10.60 


10.40% 


5.99% 
2.40 
7.51 
6.97 
4.43 
5.59 
6.46 
4.42 
6.77 
4.98 


1.38 


5.22% 


=o9e- 


Estimated 


Market 


Value* 


$251,178 


$ 81,386 
67,399 
17,986 
50,257 


$217,028 


$ 16,081 
5,742 
3,105 
3,885 
9,145 
4,439 

11,548 
2,920 
17,108 
5,751 


14,770 
$ 94,094 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Summary of Marketable Securities 


as at December 31, 1979 


($ Thousands) 
Amortized 
Book 
Value 
Equities (continued) 
Non-Canadian (Canadian $) 
United States 
— Individual Stocks 
— Energy $ 7,919 
— Photography 2,749 
— Industrial Products 7,397 
— Computers 2,419 
— Conglomerate 2,491 
— Tobacco 2,256 
— Insurance 2,413 
— Mutual Funds 30,066 
Pacific — Mutual Funds 3,640 
Europe — Managed Fund 4,731 
Total — Non-Canadian Equities $ 66,081 
Total Equities $142,063 
Real Estate $ 19,486 
Short Term $ 71,221 
Total $758,997 
*Estimated Market Values 
Mortgages: Computed on current market yields 
Bonds: Quoted values 
Equities: Quoted values 
Real Estate: Appraised values 


Percentage 


of 


Portfolio 


1.0% 
0.4 
1.0 
0.3 
0.3 
0.3 
0.3 
4.0 
0.5 
0.6 


8.7% 
18.7% 
2.6% 
9.4% 


100.0% 


Yield on 
Book 


Value 


5.12% 
4.96 
6.48 
5.00 
1.31 
7.62 
6.99 
2:12 
0.11 
5.38 


3.63% 


4.48% 


8.55% 


13.43% 


9.69% 


Estimated 
Market 
Value* 


$ 9,093 
2,246 
6,919 
2,253 
2,590 
2,280 
2,695 

36,975 
3,849 
5,338 


$74,198 
$168,292 
$ 23,933 
$ 71,221 


$731,652 


{ ies os 1 | 
ral teait - i, t 
| iat 


ie Ate ial 
Ranh ; 
} 


a | ; mn 
\ : Pe Area 
NEA eet 
, 
f 


a | 4 alls 
wha 


f iL! ¢, 7 
Py ; by bt #i% 8 i J 
ee tiv Vg Sk 


1980 
YN \E 
REPORT 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


1980 ANNUAL REPORT 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 
Re 2 BLOOR STREET WEST (27TH FLOOR), TORONTO, ONTARIO M4W 3E2, (416) 967-0637 


April 24, 1981 


The Honourable Frank S. Miller 

Treasurer of Ontario and Minister 
of Treasury and Economics 

Frost Building South 

Queen's Park 

Toronto, Ontario 


Dear Mr. Miller: 


On behalf of the members of the Board I am pleased to present to 
you the Annual Report of The Ontario Municipal Employees Retirement Board 
for the year ended December 31, 1980 in accordance with section 3(6) of 
The Ontario Municipal Employees Retirement System Act. 


The Board is responsible for the management and administration 
of OMERS and these responsibilities continued to expand in scope in 1980. 
At year-end there were 119,731 employees of 1,027 municipalities and local 
boards contributing to the System, 19,270 monthly pensions being paid to 
retired municipal employees or their beneficiaries, 24,368 members of OMERS 
covered under 258 supplementary benefit agreements providing pension 
benefits for service before participation in OMERS and for special early 
retirement benefits, 1,646 members covered under 200 prior service 
agreements resulting from the wind-up of plans in effect before the 
establishment of OMERS and 14,359 contributing members and 6/1 pensioners 
in five pension plans managed and administered by the Board for other 
governmental organizations that are separate and distinct from OMERS. 
Collectively this represents 160,104 members and 19,941 pensioners at the 
end of 1980. 


One of the major responsibilities of the Board is the investment 
of funds accumulated each year and not required for the payment of benefits 
or expenses. As at December 31, 1980 the book value of these investments 
totalled $2,508,434,000 with $1,293,025,000 representing investments in 
special non-marketable debentures of the Province of Ontario made up to the 
end of 1978 and $1,215,409,000 representing amounts invested in the 
traditional capital markets available to pension funds. 


During 1980 the Board received your guidance and support on a 
number of matters which was most appreciated. The Board members appreciated 
the opportunity and the challenge of managing and administering the retire- 
ment program of employees of municipalities and local boards in Ontario. 


The accompanying report is respectfully submitted to you. 


Yours truly, 


A J. Krborl 


A. J. Roberts 
Chairman of the Board 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


1980 ANNUAL REPORT 


INTRODUCTION 


The pension benefits of members of OMERS are 
based on the service of amember while a contributor 
to the System and on the annual average of the sixty 
consecutive months of highest earnings of the 
member. This formula is referred to as a ‘‘final 
average earnings” formula because, for most 
members, their highest.earnings will be in their final 
years of service prior to retirement. This formula pro- 
vides protection against inflation at retirement since 
the amount of pension is related to the earnings of a 
member at retirement. 


The “final average earnings” formula and other 
benefit changes require significant administrative 
requirements for both the participating employers 
and for the staff of OMERS. The continued co- 
operation of over one thousand participating 
employers has been most appreciated by OMERS. 


This report outlines the major activities during 
1980 including the investment of funds _ in 
marketable securities and the administration of the 
various pension programs. 


BOARD RESPONSIBILITIES 


The Ontario Municipal Employees Retirement 
Board is responsible for the management and ad- 
ministration of the System. These responsibilities 
include organization and staffing, the receipt and 
investment of funds, the calculation and payment of 
benefits, the participation of employers, the enrol- 
ment of members, the maintenance of individual 
member records, communication with members and 
employers, financial reporting and reviewing ac- 
tuarial valuations of the Fund. 


The Board also undertakes research and studies in 
benefit development and other current pension mat- 
ters and makes recommendations for changes to 
The OMERS Act and Regulations. 


The Board is comprised of eleven members who 
are appointed by the Lieutenant Governor in Council 
to three year terms with about one-third of the 
membership completing their term each year. As of 
January 1, 1981, the eleven member Board is com- 
prised of eight employees of local government, two 
elected officials of local government and one Provin- 
cial civil servant. 


THE PENSION PROGRAM 


The OMERS pension program divides into four 
main parts: 


the basic OMERS plan to which each of the 
participating employers and each of the 
members contribute at uniform rates and re- 
ceive pension benefits based on the same for- 
mula; 


(i) 


(ii) the supplementary benefit program which esta- 
blishes. pension benefits for the service of a 
member prior to participation in the basic 
OMERS plan, special early retirement pensions 
or optional service entitlements and are pro- 
vided by individual employers for all or groups of 
employees; 

(iii) prior service agreements, which absorbed 
pension plans in existence prior to the establish- 
ment of OMERS; 

(iv) a scheme whereby individual employers may 
increase the pensions being paid to retired 
former employees or their beneficiaries. 


The Board is also authorized to manage and ad- 
minister other governmental pension plans separate 
and distinct from OMERS. Under separate agree- 
ments, the Board manages the pension plans of 
Ryerson Polytechnical Institute, the Colleges of Ap- 
plied Arts and Technology, the Elliot Lake Centre 
d’Elliot Lake, the Caucus Employees of the Legis- 
lature and a special plan providing pension guaran- 
tees related to the restructuring of local electric 


utilities. These pension plans are referred to as 
“managed plans” throughout this report. 


MAJOR ACTIVITIES — 1980 


There were no changes to The Ontario Municipal 
Employees Retirement System Act in 1980 but there 
were a number of amendments to the regulation 
made under the Act enacted on December 5, 1980. 


The composition of the Board membership was 
changed to increase from seven to eight the number 
of employees and to reduce from two to one the 
number of officials of the Province of Ontario. 


The regulation was amended to change the date of 
December 31, 1980, when all members were to pur- 
chase periods of broken service and waiting periods 
prior to 1978, to a date to be designated by the 
Board. The records of OMERS had to be audited 
before the necessary information could be forward- 
ed to employers. This program is proceeding but 
many employers have yet to be sent the necessary 
forms. 


The regulation contains a provision applicable to 
employers contributing to approved pension plans 
who wish to join the System after January 1, 1969 
and establishes a required payment that must be 
made on behalf of the group of employees. The 
bases of calculating this special payment has been 
changed to correspond to the change from a career 
average earnings formula to a final average earnings 
formula. 


The regulation was amended to clarify the 
beneficiary on the death of a member where there is 
a legal spouse and a common-law spouse. The Act 
provides for a common-law spouse who meets cer- 
tain requirements to be deemed the spouse of the 
member by the Board. The regulation now provides 
for the spousal pension benefit to be paid to the 
spouse who last married or was deemed to be mar- 
ried to the member. 


The spousal death benefit provides for a pension 
of one-half the member’s pension at the date of 
death with this spouse pension being increased up 
to three-quarters of the member’s pension if surviv- 
ing children of the member were under 21 years of 
age. The regulation was amended to allow the pay- 
ment of the increased amount of the spousal benefit 


to the person who has custody and control of the 
children. 


Section 20 of the regulation provides for 
employers to increase the pensions being paid to 
retired former employees. The section was amended 
to include increases for retired former councillors in 
receipt of apension from OMERS. 


A significant change was made to various sec- 
tions of the regulation but all related to the disability 
retirement benefit where the member elects the 
waiver of premium benefit. The main change is to in- 
troduce a four month elimination period before the 
accumulation of credited service applies to a 
member who is totally disabled. During the four 
month period the member may contribute to the 
System and if he or she does contribute the 
employer must match the contribution. The disabili- 
ty benefits in OMERS are for longer term disabilities 
and the former provision was covering very short 
absences from work. This was causing additional 
problems for members, employers and OMERS and 
the change should result in an improved benefit. 


The regulation was also amended to provide a4% 
increase to pensions under payment on January 1, 
1979 with the increase to be effective on January 1, 
1981. 


The Board had reviewed and recommended other 
regulation changes but these were deferred pending 
the Report of the Royal Commission on the Status of 
Pensions in Ontario. These, together with further 
proposed changes will proceed in 1981. 


The section of the regulation requiring all cheques 
to be signed by the executive director and one other 
employee designated by the Board was repealed. 
The Board has authority to delegate responsibilities 
to certain staff members and the signing of cheques 
is now authorized under this delegation. All cheques 
had been signed mechanically but with the change 
in the regulation, cheques of larger amounts are now 
signed by hand to improve the internal control on 
this aspect of the System. 


During 1980 the Board reviewed the general opera- 
tion and responsibilities of the Board and gave 
special attention to the growing responsibilities for 
the investment of funds in capital market securities. 
The Communications Committee of the Board met 
On a number of occasions in 1980 and several of the 


Committee’s recommendations were implemented 
in 1980. A greater effort is to be directed to the out of 
town Board meetings to ensure an adequate turnout 
and a thorough discussion of OMERS. A new pen- 
sioner is informed when the pension claim form is 
received and is provided with a pensioner handbook 
describing various matters related to retirement as 
well as information on the member’s pension. The 
member’s annual statement was also revised for 
1980 to provide more information to the member 
although this is not the final form of member’s state- 
ment that will eventually be issued when the 
member’s records of OMERS are more complete and 
accurate. 


COMMUNICATION 


The Board continued the practice of issuing 
UPDATE three times a year. UPDATE outlines all 
matters considered by the Board and all recom- 
mendations made by the Board concerning the 
System. It is asynopsis of the Board meetings which 
is provided in sufficient quantity to each employer 
so that it can be posted in the various work places of 
the members and allow each member an opportunity 
of knowing what the Board is doing. 


Since 1977 the Board has held regular monthly 
meetings outside the Board’s offices in Toronto. 
These meetings are arranged to allow the members 
and employers to meet personally with the Board 
members and to emphasize to the plan participants 
that the Board operates the System for the members 
and is anxious to discuss any aspect of the System. 
Meetings have been held in Thunder Bay, Sault Ste. 
Marie, Ottawa, London, Sudbury, Timmins, Kingston 
and meetings in Kenora, St. Catharines and Toronto 
are planned for 1981. 


PENSION ADMINISTRATION 
Finance 


A five year review of financial highlights is found 
on schedule 1. 


Investments at cost increased 22.2% from 
$2,052,022,000 to $2,508,434,000 and these in- 
vestments include investments held for the basic 
OMERS plan, prior service agreements, supplemen- 
tary benefit agreements and the managed plans. In- 


Bag ee 


vestment income increased from $168,291,000 in 
1979 to $214,786,000 in 1980, an increase of 27.6%. 


Basic plan contributions of members amounted to 
$126,372,000 in 1980 representing an increase of 
13.0% over 1979 member contributions. Employers 
contributed a matching amount in 1980 plus an addi- 
tional amount of $828,000 from certain employers for 
improvements to pensions under payment. The 
employer contributions in 1980 were 10.9% higher 
than those of 1979. 


Payments made to or on behalf of members in 
1980 amounted to $54,352,000 representing 
payments of pensions, refunds of member contribu- 
tions and interest and transfers to other pension 
plans. This is a decrease of 3.1% over member 
payments in 1979 due to the rebate of supplementary 
contributions to members in 1979. In fact pension 
payments in 1980 were 25.4% greater than in 1979. 


The reserve for prior service agreements decreas- 
ed in 1980 from $5,040,000 to $4,929,000 as this 
phase of OMERS winds down. The reserve for sup- 
plementary benefit agreements on the other hand in- 
creased from $135,544,000 to $153,088,000 in 1980, 
an increase of 12.9%. 


Funds on deposit with OMERS representing in- 
vestments of the managed plans increased 22.1% in 
1980 from $226,768,000 to $276,819,000. 


The reserve held by the Board for the basic plan 
benefits increased from $1,718,763,000 to 
$2,118,691,000 in 1980, an increase of 23.3%. This 
reserve is maintained for the payment of current pen- 
sions and the future payment of pensions earned by 
the contributing members of the System. The por- 
tion of the report entitled Actuarial Valuation com- 
pares the reserve at the beginning of 1980 with the 
liabilities for benefits being paid or earned as at the 
same date. 


Membership 


On December 31, 1980, there were 487 munici- 
palities, 122 school boards, and 418 other local 
boards participating in OMERS for a total of 1,027 
participating employers. 


At the end of 1980 there were 119,731 members 
contributing to the System with 52% employees of 


municipalities, 25% employees of school boards 
and 23% employees of other local boards. 36% of 
the contributing members of OMERS are female and 
14% of the members are policemen or firemen witha 
normal retirement at age 60. 


The change in membership in 1980 is as follows: 


Contributing Members, January 1, 1980 117,486 
Members Enrolled 13,914 
131,400 
Terminating members electing: 
— arefund of contributions 7,461 
— adeferred pension 552 
— atransfer within OMERS 367 
— atransfer to another plan 73 
Disabled members electing a waiver 910 
Members retiring on pensions 1,994 
Deaths of members mes) 11,669 
Contributing members, December 31, 1980 119,731 


When OMERS was established one of the objec- 
tives was to provide reasonable pension benefits at 
reasonable cost to the many smaller municipalities 
and local boards in Ontario by the ‘‘pooling”’ of both 
large and small groups. This objective has been 
achieved based on the fact that 554 of the 1,027 par- 
ticipating employers (54%) have less than 25 
members of OMERS, with an average of 9 members 
each. On the other hand the 25 employers with the 
greatest number of members represent almost 40% 
of the total membership and average 1,862 members. 


At the end of 1980 there were 19,270 members or 
their beneficiaries receiving monthly pensions from 
OMERS representing an increase of 16% in the 
number of monthly pensions paid. 11,558 retired 
members were receiving normal retirement pen- 
sions, 2,451 were receiving early reitrement pen- 
sions, 1,232 were receiving disability pensions and 
3,899 spousal benefits and 130 children’s benefits 
were under payment. 


As at December 31, 1980 there were 3,551 
members who had terminated their service and 
elected a deferred pension. During the year 552 
members elected a deferred pension on termination, 
3 members were again enrolled in the System and 
318 members commenced to receive a pension 
benefit. OMERS is one of the few pension plans in 
Canada that allows terminating members to leave 
their contributions in the System and obtain an en- 
titlement to a pension benefit without requiring 


specific years of service for this entitlement. In pen- 
sion jargon this is referred to as “immediate” 
vesting and the lack of such vesting in most pension 
plans has been singled out as one of the weak- 
nesses of such plans. Because the “immediate” 
vesting provision of OMERS is optional for ter- 
minating members (unless they are 45 years of age 
and have completed 10 years of service) the ex- 
perience of OMERS in the last five years would in- 
dicate that the majority of terminating members 
are not interested in protecting their pension 
entitlements. 


In the 1976 to 1980 period 38,975 members have 
terminated their service for reasons other than retire- 
ment and death and only 3,554 of these members 
(9.1%) elected to protect their pension entitlements. 


When OMERS was first established many 
employers transferred funds held in former pension 
plans to OMERS under provisions of prior service 
agreements. These agreements are gradually 
diminishing in importance and at the end of 1980 the 
Board was administering 200 such agreements 
covering only 1,646 members with assets of 
$4,929,000. 


In 1969 the Board entered into the first supplemen- 
tary benefit agreement which is now utilized by in- 
dividual employers to provide past service pension 
benefits and unreduced early retirement benefits. 
On December 31, 1980 the Board was administering 
258 supplementary agreements covering 24,368 
members with assets of $153,088,000. 


The following table summarizes member par- 
ticipation in supplementary benefits as at December 
31, 1980: 


Type 1 4,838 
Type 1and3 3,189 
Type 2 1,877 
Type 2 and 3 161 
Type 3 only 14,303 

24,368 


The table indicates that 8,027 members have Type 
1 coverage, which is past service based on the basic 
plan formula; 2,038 members have Type 2 coverage, 
which is past service based on recent earnings and 
17,653 members have Type 3 coverage providing 
unreduced early retirement pensions. The members 
covered with the Type 3 supplementary benefit 
represent about 15% of the total membership. 


INVESTMENT PROGRAM 
General 


Funds for investment each year flow from member 
and employer contributions, interest and dividends 
from investments, profit on sale of investments and 
principal repayment of debt instruments less benefit 
payments, administrative expenses and losses on 
the sale of investment. These funds are derived from 
the operation of the basic plan, prior service 
agreements, supplementary benefit agreements and 
the managed plans. All funds are pooled together for 
investment purposes and the following data with 
regard to the investment program reflects all of the 
funds invested by the Board. 


During 1980 all funds available for investment 
were invested in capital market securities as was the 
case in 1979. Prior to 1979 funds available for invest- 
ment were invested in special Provincial debentures 
and capital market securities in the 1975 to 1978 
period and in only special Provincial debentures 
prior to 1975. 


When the board ceased to invest in special Provin- 
cial debentures on December 31, 1978 a total amount 
of $1,293,025,000 had been so invested and these 
debentures provide a 9.07% average rate of return. It 
is often mentioned that these funds were loaned to 
the Province at low interest rates when in fact these 
debentures now carry an interest rate reflecting cur- 
rent market conditions. Details of these debentures 
can be found in the notes to the financial statements 
presented later in this report. The first debentures 
become due and payable on December 31, 1993 in 
the amount of $129,500,000 and further debentures 
become due and payable each year thereafter. 


The current status of the investments of OMERS 
at amortized cost is as follows: 


As at December 31 


($ Thousands) 1980 1979 
Equities $ 342,336 28% $ 142063 19% 
Bonds 349,952 29% 242,845 32% 
Mortgages 407,093 34% 283,382 37% 
Real Estate and Special 38,172 3% 19,486 3% 
Short Term 77,856 6% Cl 9 ONE 
Total Capital 

Market 

Securities $1,215,409 100% $ 758,997 100% 
Special 

Provincial 

Debentures 1,293,025 1,293,025 
Totallnvestments $2,508,434 $2,052,022 


The total portfolio grew 22% in 1980 compared to 
27% in 1979. However, the capital market securities 
increased 60% in 1980 and are expected to increase 
40% in 1981 and 30% in 1982. This is a significant 
growth pattern and has increased considerably the 
responsibilities of the Board in the management of 
OMERS. 


When the Board was first authorized to invest in 
capital market securities in 1975, a standing commit- 
tee of the Board was appointed comprising mem- 
bers and staff of the Board and outside investment 
specialists. The Investment Policy Committee of the 
Board meets at least monthly and is responsible for 
recommending overall investment policy to the 
Board for approval, establishing shorter term 
strategies, recommending investment criteria under 
which the staff of the Board undertakes day to day 
investments and approves certain types of in- 
vestments. 


The primary objective of the Board in investing 
funds in capital market securities is to maximize the 
value of the invested funds over time through the ad- 
dition of investment income and capital appreciation 
bearing in mind the safety of the capital invested. 
The invested assets are held to meet the liabilities 
for benefits for contributing and retired members 
and the growth of the assets must at least match the 
increase in liabilities each year or additional con- 
tributions will be required. 


The present broad investment policy of the Board 
and the December 31, 1980 position of the capital 
market securities is as follows based on amortized 
cost amounts: 


1980 Actual Year- 
Class of Asset Policy Range End Position 
Equities 0 -40% 28% 
Bonds 20% - 65% 29% 
Mortgages 25% - 75% 34% 
Real Estate and Special 0 -10% 3% 
Short Term 0 -25% 6% 


The average yield on the capital market securities 
portion of the portfolio using the formula of net in- 
vestment income (income less investment ex- 
penses) divided by one-half the sum of the book 
value of the investment at the beginning and end of 
the year less net investment income during the year 


and time — weighting the investments by month 
during the year is as follows for the last four years: 


1980 
1979 


10.71% 
10.88% 


1978 
1977 


10.47% 
10.50% 


In 1980 the major portion of funds available for in- 
vestment were directed to equities. In 1980 the in- 
crease in the equity asset class represented 44% of 
the total increase in the capital market securities 
compared to only 20% in 1979. This approach tended 
to reduce the rate of return based on book values 
since the dividend income is at lower rates than in- 
terest returns on fixed income investments in bonds 
and mortgages. However, equities are purchased for 
a rate of return including capital appreciation and 
dividend income and the dividend income is also ex- 
pected to increase over time. 


Investment Activity 


Investments in mortgages underwent an impor- 
tant transition throughout 1980. The former em- 
phasis on residential product became impractical 
because of the type of product available 
graduated payment mortgages in the rental category 
— although substantial investments were made in 
non-profit projects at competitive interest rates 
under special government programs. High interest 
rates resulted in the availability of commercial mort- 
gages at a slight reduction in the current rate which 
was compensated by participation in a percentage of 
the net cash flow from the commercial operation 
over the lifetime of the mortgage. This type of invest- 
ment allows for a rate of return protected to some 
degree from inflation and a potentially higher long 
term return than the current interest rate. The follow- 
ing table compares the mortgage portion of the port- 
folio at the end of 1979 and 1980 at amortized cost: 


($ Thousands) 1980 1979 
Residential 
Single Family $ 25,337 $ 29.239 
Condominium 4,874 6,893 
Rental 325,261 234,811 
Non-profit 13,080 852 
Commercial 
Shopping Centres 16,347 a 
Office Building 13,086 2,406 
Hotels 6,933 6,986 
Retail 2,175 2,195 
$407,093 $283,382 
Percentage of Portfolio 33:5% 37.3% 


The mortgage portion of the portfolio increased 
44% in 1980 and remained at relatively the same pro- 
portion of the portfolio. In addition to the in- 
vestments of $407,093,000 in mortgages, com- 
mitments of a further $176,000,000 had been made at 
the end of 1980 which will be funded in 1981 and 
1982. 


The market value of the mortgage investments at 
the end of 1980 is estimated to be $323,981,000 or 
80% of the amortized cost value of $407,093,000. If 
these mortgages are held to maturity date they will 
be repaid at the par value which approximates the 
amortized cost. Because interest rates on new mort- 
gages at December 31, 1980 are considerably higher 
than the interest rates on most of the mortgages in 
the portfolio, the value of the mortgage, were they to 
be sold is considerably lower than OMERS’ cost. 


During 1980 there was an attempt to shorten the 
term to maturity of the bond portion of the portfolio. 
Interest rates continued on a high plane in 1980 and 
were quite volatile. For this reason it was deemed ap- 
propriate to adopt a defensive position and confine 
bond purchase to the 5 to 10 year term and where 
possible to have the insurance of optional term 
features. 


The following table shows the bond portion of the 
portfolio at the end of 1979 and 1980 at amortized 
cost: 


($ Thousands) 1980 1979 
Government Bonds: 
Canada $ 90,617 $ 89,455 
Provincial 146,884 76,751 
Municipal 24,432 20,430 
Corporate Bonds 88,019 56,209 
$349,952 $242,845 
Percentage of Portfolio 28.8% 32.0% 


The portion of the portfolio invested in bonds 
decreased from 32.0% to 28.8% during 1980. The 
largest increase in bond purchases was in the Pro- 
vincial sector representing investments in Ontario 
Hydro bonds under an arrangement that terminates 
in 1981. The other major increase was in the cor- 
porate sector where shorter maturities were pur- 
chased in 5 year term bank debt instruments. 


At year end the bond investments at amortized 
cost of $349,952,000 had a market value of 
$306,130,000 representing a decrease in value of 
12%. This decrease in value results from the current- 
ly high interest rates available in bonds which 
reduces the value of lower coupon bonds. If these 
bonds are held to maturity their par value will approx- 
imate the amortized cost shown on the table. 


During 1980 the equity portion of the portfolio 
received the largest portion of new funds. The 
following table shows this section of the portfolio at 
cost for the years 1979 and 1980. 


($ Thousands) 1980 1979 
Canadian Investments 

Individual Stocks $164,168  $ 65,867 

Mutual Funds Tiles} 10,115 
U.S. Investments: 

Individual Stocks 72,935 27,644 

Mutual Funds 78,449 30,066 
European Investments 

Managed Funds 5,270 4,731 
Pacific Investments 

Mutual Funds 3,640 3,640 

Managed Funds 6,741 = 

$342,336 $142,063 

Percentage of Portfolio 28.2% 18.7% 


The equity portion of the portfolio increased 141% 
in 1980 and this increased the equities share of the 
total portfolio to 28.2% from 18.7%. At the end of 
1980 the equity portion of the portfolio had a market 
value of $445,760,000 which was 30% greater than 
the cost value of $342,336,000. 1980 was an above 
average year for price increases of common stock in- 
vestments in Canada, the United States and the 
Pacific Region while in Europe the price increases 
were not so dramatic. 


This portion of the portfolio has performed to ex- 
pectation in 1980 and has justified the increased por- 
tion of the portfolio invested in equities during the 
year. 


The rea/ estate and special situation portion of the 
portfolio has also increased dramatically during 1980 
with a 100% increase over 1979. The year end com- 
parison at cost is as follows: 


($Thousands) 1980 1979 
Real Estate $ 26,032 $ 19,037 
Oil and Gas Properties 4,935 — 
Term Lending 7,205 449 
$ 38,172 $ 19,486 
Percentage of Portfolio 3.1% 2.6% 


While this portion of the portfolio doubled in 1980 
it remained constant as a share of the total portfolio. 


The investment in oil and gas properties was made 
early in 1980 and represents a purchase of oil and 
gas producing properties made in consort with other 
pension funds. The actual investment was made 
through a wholly-owned subsidiary of the Board 
known as 92024 Canada Ltd. Audited financial 
statements of this company are available on request. 


The term lending investments are made through 
Penfund Capital Limited and other pension funds 
share in this venture. Loans are made to smaller 
businesses at very competitive rates of interest. 


The real estate program is conducted together 
with other pension funds through a variety of com- 
panies established by the funds to search out new 
product and to manage the assets. The real estate 
assets combine an ongoing rate of return, potential 
Capital appreciation and an excellent geographic 
distribution across Canada. 


The market value of this portion of the portfolio at 
December 31, 1980 is estimated to be $43,978,000, an 
increase of 15% over the cost of $38,172,000. 


Short term investments are mainly utilized 
pending the purchase of other assets although 
under current high interest rates approximately 2% 
of the portfolio is maintained in this type of invest- 
ment. At year end the short term investments 
represented 9% of the total portfolio but this was 
due to the receipt on December 31, 1980 of a semi- 
annual interest payment from the Province of 
$58,000,000 on the special Provincial debentures. 


ADMINISTRATIVE EXPENSES 


The administration of OMERS includes the basic 
plan, prior service agreements, supplementary 
benefit agreements, the managed plans and the in- 
vestment program. 


The direct costs associated with the investment 
program have increased significantly in each of the 
last four years paralleling the growth of the assets 
under management. Certain costs, such as commis- 
sions paid on the purchase and sale of common 
stocks and bonds are added to the purchase price of 
the asset or deducted from the sale price of the 
security. Servicing fees for mortgage investments 
and fees for funds managed on behalf of the Board 
are deducted from the income derived from these in- 
vestments. Since the bulk of the investments are 
made by the staff of the Board, administrative ex- 
penses for the investment program comprise staff 
compensation, office accommodation and equip- 
ment, computer facilities, custodian and banking 
costs, audit and legal services, communication and 
normal office costs. 


The Board established an expense guideline for 
the investment program of 1/10 of 1% (0.1%) of the 
year end portfolio of investments at cost. A four year 
summary of investment administrative expenses 
within the guideline is as follows: 


($ Thousands) 1980 1979 1978 1977 
Expenses $ 723 $ 468 $ 365 $ 209 
Year End Portfolio 

at Cost 1,215,409 758,997 328,598 158,107 
Expenses asa 

Percentage of 

the Portfolio 0.06% 0.06% 0.11% 0.13% 


The above table shows that in 1979 and 1980 the 
investment program administrative expenses were 
only 60% of the guideline amount. In 1978 and 1977 
the expenses exceeded the guideline indicating that 
there are efficiencies derived from administering a 
larger portfolio. The portfolio at cost at the end of 
1980 is almost 8 times as large as it was at the end of 
1977 whereas expenses were only 3 times as great. 


This aspect of the operation of OMERS has rapidly 
grown into a major responsibility for the Board and 
the Board weighs very carefully the cost/benefit rela- 
tionship to investment expenses. Because of the 
long term financial rewards to superior portfolio 
management the Board wants to ensure that the 
needed management tools and expertise are 
available within reasonable cost limits. 


The remainder of the administrative expenses are 
related to the pension program. The work load 


associated with the basic plan, supplementary 
benefits and managed plans is combined into the 
various administrative functions. The Board charges 
the supplementary benefit agreements and the 
managed plans an administration fee to ensure that 
the basic plan does not absorb any costs related to 
these other programs and also ensures that the 
administrative fee is competitive for the work 
performed. 


The following table shows the pension program 
administrative expenses, the administrative fee 
recoveries and the cost per member for the last four 
years: 


($Thousands) 1980 1979 1978 1977 
Expenses $ 2,133 $ 1,809 $ 1,564 $ 1,330 
Fee Recoveries 640 573 526 564 
Net Expenses 115493 Oil p2SOm bal OSOm mm COO 
Members (Active, 

Deferred, Pensioners) 

142,552 138,051 134,076 123,049 

Cost per Member $10.47 $8.95 $7.74 $6.23 
Percentage Increase 

over Prior Year 17% 16% 24% (3%) 


The Board increased spending on member 
publications in 1980 and also increased the office 
space as well as entering into a further five year 
lease. These items represented $95,000 additional 
expense in 1980 over 1979 and without these ex- 
penses the percentage increase in the cost per 
member would have been 9.6%. 


Since the commencement of OMERS in 1963, the 
Board has used as an expense guideline the assump- 
tion for administrative expenses adopted by the ac- 
tuary for actuarial valuations. Except in the very early 
years of OMERS the pension program expenses 
have been well within this guideline which is 1% of 
basic plan member and employer contributions. 


The following table compares the pension pro- 
gram net administrative expenses to the guideline 
adopted by the Board for the last ten years: 


Expenses asa 


Net Expense Percentage 
($Thousands) Expenses Guideline of Guideline 
1980 $ 1,493 $ 2,527 59% 
1979 1,236 2,236 3) 
1978 1,038 2,051 51 
1977 766 1,406 oo 
1976 749 1,270 59 
1975 692 1,065 65 
1974 579 855 68 
1973 371 726 51 
1972 372 628 59 
1971 280 533 os 
$ 7,576 $13,297 57% 


In the 10 year period ending in 1980 the actual pen- 
sion program net expenses have been only 57% of 
the guideline of 1% of member and employer con- 
tributions and have contributed over $5 million to the 
actuarial position of the Fund without considering 
interest earned on these funds. The actual expenses 
have ranged from 51% to a high of 68%. In actual 
practice the Board aims for pension program ex- 
penses to be about 60% of the guideline amount, 
similar to the investment program expenses when 
related to that guideline. 


ACTUARIAL VALUATION 


The 1979 Annual Report of the Board did not in- 
clude a current valuation of the Fund because of 
delays in receiving the necessary information from 
the employers. At this time the Board is in a position 
to provide the results of the actuarial valuation of the 
fund as at January 1, 1979 and 1980: 


($ Thousands) Valuation Results as at January 1, 
1980 1979 
Actuarial Liabilities 
Present Value of: 
Pensions under Payment $ 315,420 $ 245,493 
Vested Deferred Pensions 15,696 15,826 
Benefits for Present 
Contributors and 
their Survivors 1,402,758 1,187,017 
$1,733,874 $1,448,336 
Assets 
Fund Assets at January 1 $1,718,763 $1,377,027 
Actuarial Deficiency Selo ii meme val; S09 


The above results have been determined using the 
unit credit cost method which is the minimum fund- 
ing requirement under The Pension Benefits Act. 
The liabilities have been determined by calculating 
the present value of pensions under payment and 
vested deferred pensions and the present value of 
the pensions of present contributors based on 
credited service to the date of the valuation and 
earnings projected to their normal retirement date. 
In determining these present values the two main 
assumptions used are that contributory earnings will 
increase 5% per year into the future and _ in- 
vestments will yield a6% rate of return each year. 


Based on the advice of the actuary the Board is of 
the opinion that the current level of member and 
employer contributions will fund the basic plan 
benefits in the forseeable future. 


MANAGED PLANS 


The Board manages and administers, separately 
from OMERS, the pension plans of the following 
Organizations: 


Ryerson Polytechnical Institute 
Colleges of Applied Arts and Technology 
Elliot Lake Centre d’Elliot Lake 

Caucus Employees of the Legislature 
Guarantee Fund for certain utility 
employees. 


These plans are operated under separate agree- 
ments with the Board and all member records, books 
of account, financial reporting, bank accounts and 
other records are kept for each of the plans. The 
Board receives a management fee each year for this 
administration so there is no charge against the 
operation of OMERS. 


THE BOARD AND ITS ADVISORS 


Mr. A. P. Clark, a member of the council of the 
Township of Muskoka Lakes, resigned from the 
Board on November 30, 1980 when he failed to be re- 
elected to municipal office. Mr. Douglas Spry and 
Mr. Ed Hothersall ceased to be members of the 
Board on December 31, 1980 when their terms of of- 
fice ended. These three Board members made a 
substantial contribution to the management and ad- 
ministration of the System during their terms of of- 


fice, particularly Messrs. Spry and Hothersall who 
were on the Board for a number of years during 
which the System had significant growth, change 
and improvement. At this time the Board would like 
to publicly thank these former members for their 
dedicated service to the retirement program of 
municipal employees. 


Mr. Clark replaced Mr. Spry on the Investment 
Policy Committee of the Board for 1978 and the other 
members of this Committee continued in office dur- 
ing 1980. 


The actuaries, legal and medical advisors to the 
Board, noted earlier in this Report, continued to pro- 
vide their specialized service in 1980. Coopers & 
Lybrand continued as the auditors of the Fund for 
1980. 


The authorized complement of the Board in 1980 
totalled 86 positions with 63 in the pension area, 18 
in the investment area and 5 in the management and 
policy development area. In addition the System is 
well served by the.many employees of the 1,027 
employers participating in OMERS who undertake 
day to day administration related to the contributing 
members. 


CONCLUSION 


1980 marks the conclusion of 18 years of opera- 
tion for OMERS. The System was established to pro- 
vide adequate pensions to the employees of local 
governments in Ontario at stable and reasonable 
rates of contribution. OMERS has grown into one of 
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the largest pension plans in Canada and has been 
soundly financed so that the funds are available to 
pay for the promised pension benefits. 


The Board members meet monthly to ensure the 
proper management and administration of the 
System and to study and review the benefits for 
possible change and improvement. There have only 
been a few years in the 18 year history of OMERS 
that significant improvements have not been made 
attesting to the continued and ongoing interest of 
the Board in the affairs of the System. 


The OMERS Board membership is rather unique 
for public sector pension plans in that in 1981 eight 
of the eleven members are employees of municipal- 
ities and local boards. The members of the Board 
operate the System for the benefit of the members 
and the participating employers and appreciate the 
opportunity and challenge of managing OMERS. 


During the last few years the subject of pensions 
has received more attention and study than almost 
any other issue in Canada. The Board has been 
monitoring the recommendations in the various ma- 
jor studies and at year end was awaiting the Report 
of the Royal Commission on the Status of Pensions 
in Ontario which was subsequently made public ear- 
ly in 1981. The Board expects that in the next few 
years both the Federal and Provincial Governments 
will propose solutions to various problems related to 
pensions and the Board will attempt to respond to 
these solutions and ensure that they are in the best 
interests of the members and employers par- 
ticipating in OMERS. 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Balance Sheet 
as at December 31, 1980 


Assets 

Investments (note 2) 
Contributions receivable 
Accounts receivable 
Accrued income 


Cash 


Reserves and Liabilities 
Reserves for: 

basic benefits (note 3) 

prior service benefits (note 4) 


supplementary benefits (note 4) 


Deposits from administered pension 
funds (note 5) 


Accounts payable and accruals 


Pension benefits payable 


Signed on behalf of the Board 


Member 
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1980 


$2,508,434 ,126 
26,911,722 
365,585 


18,019,599 


39,496 


$2,118,690,655 


4,928,629 


153,088,496 


$2,276,707,780 


276,819,251 
215,083 


28,414 


1979 


$2,052,022,637 
23,007,676 
302,512 
11,843,710 


65,433 


$1,718, 762,999 


5,039,962 


135,543,898 


$1,859,346,859 


226,768,259 


654,811 


472,039 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 


Statement of the Reserves 


for the year ended December 31, 1980 


Balance, beginning of the year 


Increases in reserves 
Contributions of: 

e Members 

e Employers 


Income earned from investments 


Administrative expenditures recovered from: 
e Supplementary benefits reserve 
e Administered pension funds (note 5) 


Transfer to basic benefits reserve from: 
e Prior service benefits reserve 
e Supplementary benefits reserve 


Transfer to supplementary benefits reserve from: 
e Prior service benefits reserve 


Decreases in reserves 
Members’ pensions 
Members’ contributions plus interest refunded 
Transfers to other pension plans 
Income credited to administered pension funds (note 5) 
Transfers to basic benefits reserve for: 

e Pension present value 
Members’ contributions plus interest refunded 
Transfer to other pension plans : 
Conversion NRA 65 to NRA 60 
Purchase waiting period 
Purchase additional pension 
Purchase transferred-in service 
Closing supplementary agreements 


e Administrative expenditures 


Transfer to supplementary benefits reserve for: 
e¢ Closing prior service agreements 


Administrative expenditures 
° Pensions 
° Investments 


Balance, end of the year 


1979 
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$2,118,690,655 $4,928,629 


$153,088,496 $2,276,707,780 


$1,859,346,859 $1,514,031,302 


113,854,505 
140,452,919 


254,307,424 
__ 168,290,690 


278,355 
294,839 


573,194 


3,073,752 
32,643,384 


35,717,136 


458,888,444 


28,302,694 
27,142,219 

653,207 
19,201,710 


20,753,727 
11,538,456 
7,232 
243,870 
2,741 
506,332 
2,664,778 


278,355 


1,809,478 
468,088 


Prior Supple- 

Basic Service mentary 

Benefits Benefits Benefits 
Reserve Reserve Reserve Total 

$1,718,762,999 $5,039,962 $135,543,898 
126,371,967 2,685,883 129,057,850 
127,199,533 31,811 27,082,066 154,313,410 
253,571,500 31,811 29,767,949 283,371,260 
201,837,848 245,658 12,702,622 214,786,128 
298,364 298,364 
341,841 341,841 
640,205 640,205 
385,668 385,668 
24,630,743 24,630,743 
25,016,411 25,016,411 
3,134 3,134 
481,065,964 277,469 42,473,705 523,817,138 
35,480,296 35,480,296 
17,822,159 17,822,159 
1,049,583 1,049,583 
23,930,492 23,930,492 
372,494 23,858,171 24,230,665 
3,308 155,877 159,185 
9,866 7,742 17,608 
249,387 249,387 
359,566 359,566 

___385,668 24,630,743 
298,364 298,364 
3,134 3,134 
2,132,967 2,132,967 
722,811 722,811 
81,138,308 388,802 24,929,107 106,456,217 


113,572,887 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Schedule of Administrative Expenditures 
for the year ended December 31, 1980 


1980 1979 
Personal services including employee benefits 
Salaries of regular staff $1,394,269 $1,148,709 
Salaries of casual staff 61,442 55,053 
Pensions 104,676 84,794 
Unemployment insurance 15,278 12,632 
Workmen’s compensation 1,690 1,864 
Hospital and medical insurance 56,039 47,446 
Term-life insurance 11,100 7,282 
Long-term disability insurance 12,460 9,523 
$1,656,954 $1,367,303 
Transportation and communication 
Travel expenses, including overtime meal allowances $ 49,435 $37,411 
Telephone 69,553 51,866 
Postage and express 54,330 45,889 
$ 173,318 $ 135,166 
Purchases of service 
Actuarial services $ 44,385 $ 39,510 
Audit services 38,550 23,650 
Medical services 21,705 15,615 
Legal services 46,513 44,844 
Other professional services 127,701 119,869 
Recruitment and training of employees 11,922 16,603 
Rental of offices 224,703 146,678 
Rental of equipment, including data processing 209,888 144,404 
Maintenance and repair of equipment 7,002 Oya 
Electricity 7,823 5,896 
Insurance Pae¥i |) 2,289 
Board’s services 40,733 27,670 
$ 783,238 $ 592,561 
Materials and supplies 
Furniture and equipment purchases $ 43,897 $ 34,196 
Supplies and stationery 98,076 101,769 
Publications for members and employers 94,664 45,710 
Alterations to offices 5,631 861 
$ 242,268 $ 182,536 
Total expenditures $2,855,778 $2,277,566 
Distribution 
— Pensions $2,132,967 $1,809,478 
— Investments meric, oll 468,088 
$2,855,778 $2,277,566 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 
for the year ended December 31, 1980 


1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Investments 


Investments are recorded in the accounts at cost. Gains or losses on their disposal are credited or 
charged to income. Income from investments is recorded on the accrual basis. 


Contributions 


Member and employer contributions received subsequent to the year-end, but which are applicable to 
the current year, are recorded as receivables. 


Benefits 
Payments for benefits are recorded in the year in which such payments are made. 


2. INVESTMENTS 


The following is a description of the investments: 


(a) Province of Ontario debentures issued under section 7(3) of The Ontario Municipal Employees 
Retirement System Act. 


Weighted Average 


Date of Maturity Interest Rate Cost 

December 31, 1993 8.06% $ 129,500,000 
December 31, 1994 9.50% 148,825,000 
December 31, 1995 9.70% 182,250,000 
December 31, 1996 6.00% 20,100,000 
December 31, 1997 6.30% 24,900,000 
December 31, 1998 7.21% 33,100,000 
December 31, 1999 8.19% 46,700,000 
December 31, 2000 9.10% 57,600,000 
December 31, 2001 7.85% 75,000,000 
December 31, 2002 9.50% 265,800,000 
December 31, 2003 9.45% 187,950,000 
December 31, 2006 9.77% : 121,300,000 


$1,293,025,000 


The weighted average interest rate on the total investment in Ontario debentures is 9.07%. 
Market value for the Ontario debentures has not been determined as these debentures have no quoted market 
value. The values stated remain unchanged from those reported at December 31, 1979. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 
for the year ended December 31, 1980 


2. INVESTMENTS (continued) 


(b) Investments commencing September 30, 1975 under section 7(3b) of The Ontario Municipal Employees 
Retirement System Act which are subject to the limitations of The Pension Benefits Act. 


1980 1979 

Market Value Cost Market Value Cost 
Bonds and Debentures $306, 129,894 $349,952,318 $216,580,333 $242,397 ,464 
Mortgages 323,980,523 407,092,511 251,178,524 283,382,444 
Equities 445,760,443 342,336,224 168,292,263 142,062,810 
Real Estate 36,772,734 30,967,034 23,933,138 19,486,272 
Short Term Deposits 77,856,117 77,856,117 71,220,647 71,220,647 
Term Lending 7,204,922 7,204,922 448,000 448,000 


$1,197,704,633  $1,215,409,126 $731,652,905 $758,997,637 


Market value is quoted value for bonds, debentures and equities. 
Market value for mortgages is computed based on market yields. 
Market value for real estate is appraised value as provided by our property managers. 


(c) Total investments at cost $2,508,434,126 $2,052,022,637 


3. BASIC BENEFITS RESERVE 


The basic benefits reserve is maintained for the payment of pensions to retired members or their 
beneficiaries and the future payment of pensions and benefits to contributing members and to terminated 
members who have elected a deferred pension. 


The latest actuarial valuation of the Fund dated January 1, 1980 determined the total actuarial liabilities 
of the Fund for basic benefits to be $1,733,874,000 using the unit credit cost method. The basic benefits 
reserve to meet these liabilities as at December 31, 1979 was $1,718,763,000 resulting in an actuarial defi- 
ciency of $15,111,000. The value at January 1, 1980 of the outstanding special payments established to fund 
the actuarial deficiency existing at January 1, 1978 was $104,970,000. 


The results of the valuation projected to December 31, 1980 indicate that the existing levels of member and 
employer contributions are sufficient to meet the cost of benefits to be earned in each calendar year and to 
meet the special annual payments referred to above. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 
for the year ended December 31, 1980 


PRIOR SERVICE AND SUPPLEMENTARY BENEFITS RESERVES 


Under the terms of The Ontario Municipal Employees Retirement System Act various participating 
employers have entered into agreements with the Board for the provision of prior service and/or sup- 
plementary benefits. The prior service and supplementary reserves represent the net assets available for 
payment of benefits under the agreements. Each employer is responsible, individually, for the funding of 
such benefits. 


ADMINISTERED PENSION FUNDS 


The administered pension funds (which form part of the Fund and which are administered on behalf of 
the Ontario Council of Regents for Colleges of Applied Arts and Technology, the Ryerson Polytechnical 
Institute, the Elliot Lake Centre d’Elliot Lake and the members of the Legislative Assembly as represented 
by the Board of Internal Economy [the Caucus Employees Retirement Fund] and the Minister of Energy for 
the Province of Ontario [The Ontario Hydro Guarantee Fund]) are credited with amounts which are equal to 
the income earned by the Fund from the investment of the monies deposited in the Fund by the ad- 
ministered pension funds. The Ontario Municipal Employees Retirement Board is authorized under the 
terms of the various management agreements to recover its expenses for administering the aforemen- 
tioned plans. 


COMMITMENTS 


Total commitments outstanding at December 31, 1980 amounted to approximately $200,000,000, of 
which $176,000,000 related to mortgages, $15,000,000 to real estate and the remaining $9,000,000 to term 
lending. 


The administration of the Fund is conducted on leased premises and the Fund has entered into a lease 
agreement which involves a minimum annual base rental of $251,224 to January 31, 1986. Effective March 1, 
1981 additional space has been leased with an annual base rental of $31,920 to January 1, 1986. 
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chartered accountants 145 King Street West a member firm of 


Coo ers Toronto Ontario Coopers & Lybrand (International) 
Canada M5H 1V8 
&Lybrand 


telephone (416) 869-1130 
cables Colybrand 
telex 06-23590 


April 3, 1981 


AUDITORS' REPORT TO THE 
ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


We have examined the balance sheet of the Ontario Municipal Employees 
Retirement Fund as at December 31, 1980 and the statement of the reserves 
for the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Fund as at December 31, 1980 and the results of its 
operations for the year then ended in accordance with generally accepted 


accounting principles applied on a basis consistent with that of the 
preceding year. 
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CHARTERED ACCOUNTANTS 
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BOSTON 
CHICAGO 
CLEVELAND 
DALLAS 
DETROIT 
FORT WORTH 
HONOLULU 
HOUSTON 
LOS ANGELES 
MEMPHIS 
MIAMI 


MINNEAPOLIS- 


ST. PAUL 
NEW YORK 


one Wyatt conor 


ACTUARIES-EMPLOYEE BENEFIT CONSULTANTS-RISK MANAGEMENT CONSULTANTS 
INTERNATIONAL BENEFITS-EMPLOYEE COMMUNICATIONS 
141 ADELAIDE STREET WEST 
TORONTO, ONTARIO MSH 3LS 


(416) 862-0393 


Actuarial Certificate at December 31, 1980 


Ontario Municipal Employees Retirement Fund 


ORLANDO 
PHILADELPHIA 
PHOENIX 
PORTLAND 
SAN DIEGO 
SAN FRANCISCC 
STAMFORD 
WASHINGTON 
CALGARY 
HALIFAX 
MONTREAL 
OTTAWA 
TORONTO 
VANCOUVER 


The most recent actuarial valuation of the above Plan was conducted at January |, 1980 
using the unit credit cost method. 


The results of the valuation disclosed total actuarial liabilities of $1,733.874 million in 
respect of benefits accrued for service to January 1, 1980. The book value of 
accumulated assets at that date was $1,718.763 million indicating an actuarial 
deficiency of $15.111 million. However, the value at January 1, 1980 of scheduled 
special payments was $104.970 million which is more than sufficient to discharge the 
deficiency. 


The results of the valuation at January |, 1980 also indicated that the existing levels of 
employee and employer contributions are sufficient to meet the cost of benefits to be 
earned each calendar year and to meet the special annual payments referred to above 
until the next actuarial valuation is made. 

We are of the opinion, therefore, that the assets of the Fund at December 31, 1980 
combined with the value of the remaining special payments are sufficient to meet all 
the liabilities of the Plan in respect of services rendered by members up to that date. 

Respectfully submitted 


THE WYATT COMPANY 


April 10, 1981 Re-Alvinerieldar. S.A. 
Fellow, Canadian Institute of Actuaries 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 
5 Year Review of Financial Data — 1976 to 1980 


($ Thousands) ___ 1980 pea) pies SG! pe eee pate O76 
“Investments at Cost 
Provincial Debentures $1,293,025 $1,293,025 $1,293,025 $1,171,725 $ 983,775 
Marketable Securities 1,215,409 758,997 328,598 158,107 76,684 
$2,508,434 $2,052,022 $1,621,623 $1,329,832 $1,060,459 
“Reserve for Basic Benefits $2,118,691 $1,718,763 $1,377,027 $1,078,781 $869,076 
Funds Held for: 
Prior Service 
Agreement Reserve 4,929 5,040 7,987 8,002 8,247 
Suppiementary Benefit 
Agreement Reserve 153,088 135,544 129,017 118,712 87,713 
Managed Plans 276,819 226,768 182,805 145,851 112,887 
$2,553,527 $2,086,115 $1,696,836 $1,351,346 $1,077,923 
Investment Income Earned 
Basic Plan $ 177,907 $137,381 $108,423 $ 84,268 $ 65,560 
Prior Service Agreements 246 95 410 427 404 
Supplementary Benefit Agreements 12,703 AN6TS 10,997 8,947 5,923 
Managed Plans 23,930 19,202 15,007 11,907 8,649 
__$214,786 _ $168,291 $134,837 $105,549 _$ 80,536 
Contributions Received for: 
Basic Plan Sm25S Ov $226,440 $206,470 $141,075 $127,315 
Prior Service Agreements 32 32 32 348 827 
Supplementary Benefit Agreements 29,768 27,836 25,593 32,436 33,017 
$283,371 __ $254,308 __ $232,095 $173,859 _ $161,159 
Payments to Members 
Pensions Paid $ 35,480 $ 28,303 $ 21,649 $ 16,660 $ 12,867 
Contributions and 
Interest Refunded 17,822 27,142 19,515 8,433 8,505 
Transfers to Other Plans 1,050 653 566 647 586 
$ 54,352 $ 56,098 $ 41,730 $ 25,740 $ 21,958 


Administrative Expenditures 
and Recoveries 
Pension Program 


Gross SS Z2alee) $ 1,809 $ 1,564 $ 1,300 $ 1,316 
Fee Recoveries 640 oS 526 564 567 
Net $ 1,493 $ 1,236 $ 1,038 $ 736 $ 749 
Investment Program 723 468 364 209 ait 
$ 2,216 $ 1,704 $ 1,402 $ 945 $ 860 
Average Yield on Investments 

Provincial Debentures 9.07% 9.07% 9.07% 8.93% 8.91% 
Marketable Securities 10.71% 10.88% 10.47% 10.50% 9.68% 
Total Portfolio 9.74% 9.55% 9.25% 9.10% 8.92% 

Pension Program Net Expenditure 
as a % of Basic Plan Contributions 0.59% 0.55% 0.50% 0.52% 0.59% 


*the amount shown for each year as at December 31 is cumulative 


pac hae 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


5 Year Review of Selected Data — 1976 to 1980 


*Employers 
Municipalities 
School Boards 
Other Local Boards 


“Members Contributing, Employed by 


Municipalities 
School Boards 
Other Local Boards 


*Members Contributing 
Female 
Male 


“Normal Retirement Age 65 
*Normal Retirement Age 60 


*Terminated Members Who Have 
Elected a Deferred Pension 


“Number of Pensioners by Type 
of Pension 
Normal Retirement 
Early Retirement 
Disability Retirement 
Spouses and Children 


*Total Membership Comprising 


Contributing Members, Deferred 


Pensions, and Pensioners 


Number of Members 
Enrolled Each Year 

Number of Members 
Terminated Each Year 


Net Increase Each Year 


“Cumulative totals at year end 


Schedule 2 


Schedule 3 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 
Summary of Historical Highlights 


1962 — An Act establishing the Ontario Municipal 
Employees Retirement System was given Royal 
Assent on April 18th. 


1963 — The first members of the System were en- 
rolled on January 1st and the first contributions 
received one month later. 


1965 — Amendments were made for the ‘“‘locking- 
in” of contributions as required under The Pension 
Benefits Act. 


After July 1, 1965 all persons engaged by a muni- 
cipality or local board must participate in OMERS to 
receive pension benefits. 


Provision was made for OMERS to manage and ad- 
minister other pension plans. 


1966 — The contributions and benefits were in- 
tegrated with the contributions and benefits of the 
Canada Pension Plan. 


Employees of electric utilities became members of 
OMERS for the first time. 


1967 — The supplementary benefit program was in- 
troduced. 


1968 — The eleven member Board was appointed by 
the Lieutenant Governor in Council on January 1. 


The interest rate on the special Provincial deben- 
tures issued to OMERS at each year end was in- 
creased from 5% to6%2%. 


The benefit formula was increased 10% from 2% of 
career earnings to 2.2% of career earnings. 


1969 — A disabled widower was extended the same 
benefits as a widow on the death of amember. 


1970 — The interest rate on the special Provincial 
debentures issued to the Board at each year end was 
changed from 62% to the average borrowing costs 
of the Province during a year. 


All basic pension benefits earned or payable on 
December 31, 1970 were increased by 10%. 


1971 — All basic pension benefits earned or payable 
at December 31, 1971 were increased by 5%. 


In addition to the 50% widows’ and disabled 
widowers’ pensions payable on the death of a 
member, a further pension of 10% for each child of 
the deceased member to a maximum of 25% was 
introduced. 


1972 — Councillors became eligible for membership 
in the System. 


All basic pension benefits earned or payable on 
December 31, 1972 were increased by 5%. 


1973 — An employer could improve the pensions be- 
ing paid to retired employees through the System. 


Rates of interest on special Provincial debentures 
issued to the Board during the years 1963 to 1969 
were retroactively adjusted. 


All basic pension benefits earned or payable at 
December 31, 1973 were increased by 5%. 


1974 — A portion of available funds could be in- 
vested in marketable securities under the provisions 
of The Pension Benefits Act commencing in 1975. 


1975 — All basic pension benefits earned by active 
and deferred members as at December 31, 1975 were 
increased by 10%. 


All pensions being paid to retired members on 
December 31, 1975 were increased 10%. 


A widower of a member became entitled to the same 
50% pension as a widow on the death of amember. 


1976 — Optional service, being service with another 
governmental employer or war service was added to 
the supplementary benefit program. 


1978 — Pension formula changed from 2.2% career 
average earnings basis to a 2% final average earn- 
ings basis. 


1979 — All pensions being paid to retired members 
on December 31, 1978 were increased 3% from 
March 1, 1979. 


a 


Schedule 4 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


Summary of Benefits 


Basic Benefits 


Normal retirement at age 65 — except policemen and 
firemen who may retire at age 60. 


The annual normal retirement pension payable to a 
member is 2% of pensionable earnings multiplied by 
credited service, reduced when the member becomes en- 
titled to a pension under the Canada Pension Plan. In this 
formula: 


‘“nensionable earnings” means the annual average of the 
60 highest consecutive months of earnings; 


“credited service’? means continuous service when con- 
tributions have been made; 


“CPP reduction” means 0.7% of the annual average of 
the Year’s Maximum Pensionable Earnings under the CPP 
in the year of retirement and the two preceding years times 
credited service since January 1, 1966. 


A total disability retirement benefit for a disability that, in 
the first two years renders a member incapable of perform- 
ing the duties of his or her position and thereafter of any 
substantially gainful employment. The totally disabled 
member may continue to accrue credited service without 
contribution until normal retirement age or may elect a 
disability pension. 


A pension to a widow or widower of one-half the 
member’s pension plus 10% for each child under 21 years 
of age to amaximum of 25% and, where there is no widow 
or widower, a pension of one-half the member’s pension to 
the child or children of the member under 21 years of age. 


A deferred pension, payable at normal retirement age, ifa 
member ceases to be employed before his normal retire- 
ment date. The pension benefits earned by a member under 
the System vest immediately in the member. 


An early retirement pension, commencing within the 10 
year period before normal retirement age, which is the 
actuarial equivalent of the normal retirement pension. 


A refund of the contributions of a member plus interest if 
the member terminates his employment, except if at termi- 
nation the member has ten years of continuous service with 


the employer and is over 45 years of age. In this event con- 
tributions made after January 1, 1965 may not be refunded. 


Portability of the pension if a member transfers employ- 
ment from one participating employer to another within 6 
months or to other governmental pension plans under 
special reciprocal transfer agreements. 


Supplementary Benefits (provided by an agreement be- 
tween a participating employer and OMERS) 


Type | — Final Average Earnings, Past Service Pension 


The Type | provides a benefit based on 2% of final 
average earnings and service before employer participation 
in OMERS. Any pension earned under a prior service agree- 
ment or approved pension plan during this period of past 
service is deducted. 


Type Il — Current Average Earnings, Past Service Pension 


The Type II provides a benefit based on 2% of current 
average annual earnings and service before employer par- 
ticipation in OMERS. Any pension earned under a prior ser- 
vice agreement or approved pension plan during this period 
of past service is deducted. 


Type I] — Unreduced Early Retirement Pension 


Normally, if a member retires early (within 10 years of 
normal retirement date) the pension benefit payable under a 
Type | or Il supplementary benefit and the Basic Plan is ac- 
tuarially reduced. The Type III benefit provides for payment 
of the amount of this reduction if amember retires within 10 
years of normal retirement date under the following condi- 
tions: 


(a) completion of 30 or more years of continuous service 
with the employer, or 


(b) retirement due to permanent partial disability as 
determined by the employer. 


Optional Service — The service of a member with another 
governmental employer or war service may be added to a 
Type | or Type II benefit and the member must contribute on 
a formula basis to be entitled to this service. This service 
becomes additional past service of the member. 


Schedule 5 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
: Summary of Marketable Securities 


($ Thousands) 


Mortgages 
Residential (NHA Insured) 
— Single Family 
— Condominium 
— Rental 
— Non-profit 
Residential (Privately Insured) 
— Rental 
Commercial (Uninsured) 
— Shopping Centres 
— Office Buildings 
— Hotel 
— Retail 


Total Mortgages 


Bonds 

Government — Canada 
— Provincial 
— Municipal 

Corporate 

Total Bonds 

Equities 


Canada — Individual Stocks 
— Metals and Minerals 
— Oil and Gas 
— Paper and Forest Products 
— Consumer Products 
— Industrial Products 
— Transportation 
— Pipelines 
— Utilities 
— Communications and Media 
— Merchandising 
—Financial Services 
— Management Companies 
Canada — Mutual Funds 


Total Canadian Equities 


as at December 31, 1980 


Amortized Percentage 
Book of 
Value Portfolio 

$ 25,337 2.1% 

4,874 0.4 
315,963 26.0 
13,080 eat 
9,298 0.7 
16,347 ie. 
13,086 Wel 
6,933 0.6 
2,175 0.2 

$407,093 33.5% 

$ 90,617 7.5% 
146,884 12.1 
24,432 2.0 
88,019 Uo 

$349,952 28.8% 

$ 24,509 2.0% 
13,604 Al 

5,051 0.4 
PAL SINS 2.3 
23,008 1.9 

7,496 0.6 

8,372 0.7 

6,290 0.5 

4,752 0.4 

4,930 0.4 
33,561 2.8 

5,279 0.4 
11,133 0.9 

$175,301 14.4% 


a 


Yieldon 
Book 
Value 


10.97% 
EOS 
10.89 
13.16 


10.58 


11.45 
12.39 
11.74 
10.37 


11.05% 


10.59% 
11.86 
10.73 
2225 


115957 


4.72% 
1.89 
6.57 
4.23 
5.60 
5.05 
3.86 
8.10 
SSH 
4.70 
6.37 
6.05 
3.33 


4.97% 


Estimated 


Market 


Value* 


$323,981 


$ 77,552 
132,802 
19,505 
76,271 


$306, 130 


$ 33,503 
16,391 
7,679 
34,450 
26,124 
8,896 
10,517 
6,694 
6,663 
4,634 
45,221 
8,070 


22,687 
$231,529 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Summary of Marketable Securities as at December 31, 1980 


($ Thousands) 


Equities (continued) 
Non-Canadian (Canadian $) 
United States 
— Individual Stocks 
— Consumer Products 
— Computer 
— Tobacco 
— Financial Services 
— Energy 
— Merchandising 
— Airlines 
— Photography 
— Conglomerate 
— Industrial 
— Mutual Funds 
Pacific — Mutual Funds 
— Managed Fund 
Europe — Managed Fund 


Total Non-Canadian Equities 
Total Equities 
Real Estate 


Term Lending 
Short Term 


Total 


*Estimated Market Values 


Mortgages: 

Bonds: Quoted values 
Equities: Quoted values 
Real Estate: Appraised values 


Amortized 
Book 
Value 


$ 14,641 
3,431 
4,157 
9,677 

12,377 
3,314 
1,145 
3,965 
7,650 

12,578 

78,449 
3,640 
6,741 
5,270 


$ 167,035 
$ 342,336 
$ 30,967 


$7,205 
$ 77,856 


$1,215,409 


Computed on current market yields 


arog 


Percentage 
of 


Portfolio 


1.2% 
0.3 
0.3 
0.8 
1.0 
0.3 
0.1 
0.3 
0.6 
lend 
6.5 
0.3 
0.6 
0.4 


13.8% 
28.2% 


2.5% 


0.6% 


100.0% 


Yield on 
Book 


Value 


6.12% 
D2 
7.16 
5.40 
6.12 
6.06 
0.50 
6.21 
4.42 
7.10 
2.70 
0.11 


3.75 
3.95% 


4.53% 
10.96% 


16.88% 
18.39% 


SEL 


Estimated 
Market 
Value* 


$ 15,557 
3,646 
5,774 

11,006 
19,732 
3,914 
1,116 
4,996 
10,629 
13,052 
105,948 
5,331 
7,852 
5,678 


$ 214,231 
$ 445,760 
$ 36,773 


$ 7,205 
$ 77,856 


$1,197,705 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 
Re 2 BLOOR STREET WEST (27TH FLOOR), TORONTO, ONTARIO M4W 3E2, (416) 967-0637 


April 23, 1982 


The Honourable Frank S. Miller 

Treasurer of Ontario and 
Minister of Economics 

Frost Building South 

Queen's Park 

Toronto, Ontario 


Dear Mr. Miller: 


I am pleased to present to you the Annual Report of the Ontario 
Municipal Employees Retirement Board for the year ended December 31, 
1981 in accordance with section 4(8) of the Ontario Municipal Employees 
Retirement System Act. 


The accompanying report indicates that the Ontario Municipal 
Employees Retirement System continues to expand with increased employer 
participation, increased membership and a greater number of retired 
members or their beneficiaries receiving pensions each month. The 
portfolio of invested assets also increased substantially during the 
year and exceeded $3 billion at year end. 


1981 was a significant year for those responsible for managing 
and administering pension plans with the receipt of the Report of the 
Royal Commission on the Status of Pensions in Ontario and the formation 
of a Select Committee of the Legislature on Pensions. The Board expects 
some fundamental changes to result from these examinations of employment 
pension plans and public retirement income programs and spent considerable 
time examining the possible effects on OMERS as well as examining potential 
improvements to the System. 


On behalf of the members of the Board, I would like to thank you 
for your assistance and guidance during the year and to indicate how 
much the members of the Board appreciate the opportunity of managing 
and administering this retirement programof employees of local govern- 
ments in Ontario. 


The accompanying report is respectfully submitted to you. 


Yours truly, 


A.J. Yirbolh 


A. J. Roberts 
Chairman of the Board 
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COMPOSITION OF THE BOARD 


Three Employee Representatives who are “officers” of an employer: 


Mr. C. R. Bernardi, Mr. G. E. Boyce, Mr. D. C. Schaefer. 
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Mr. M. Scott, Mrs. E. Stewart. 


One Provincial Official: 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


1981 Annual Report 


INTRODUCTION 


This report outlines the activities of the Board in the 
management and administration of OMERS during 
1981 and includes the audited financial statements of 
the Fund as at December 31, 1981. 


The report outlines the responsibilities of the Board, 
the pension program, major activities during 1981, 
pension administration, investment program, adminis- 
trative expenses, actuarial valuation results, managed 
plans and the advisors to the Board. Schedules included 
in the report provide a five year history of financial and 
membership data, asummary of historical highlights, a 
brief summary of the pension benefits and details of 
investments in capital market securities. 


BOARD RESPONSIBILITIES 


The Ontario Municipal Employees Retirement Board 
is responsible for the management and administration 
of the System. These responsibilities include organ- 
ization and staffing, the receipt and investment of funds, 
the calculation and payment of benefits, the participation 
of employers, the enrolment of members, the main- 
tenance of individual member records, communication 
with members and employers, financial reporting and 
reviewing actuarial valuations of the Fund. 


The Board also undertakes research and studies in 
benefit development and other current pension matters 
and makes recommendations for changes to the 
OMERS Act and regulations. 


The Board is comprised of eleven members who are 
appointed by the Lieutenant Governor in Council to 
three year terms with about one-third of the membership 
completing their term each year. As of December 31, 
1981, the eleven member Board is comprised of eight 
employees of local government, two elected officials 
of local government and one Provincial civil servant. 


THE PENSION PROGRAM 


The OMERS pension program divides into four main 
parts: 


the basic OMERS plan under which each of the 
participating employers and each of the members 
contribute at uniform rates and each of the mem- 
bers receives pension benefits based on the same 
formula; 


(i) 


(ii) the supplementary benefit program which 
establishes pension benefits for the service of a 
member prior to participation in the basicOMERS 
plan, as well as special early retirement pensions 
or optional service entitlements, and these bene- 
fits are provided by individual employers for all 
Or groups of employees under an agreement with 
the Board; 

(ili) prior service agreements, which absorbed 
pension plans in existence prior to the establish- 
ment of OMERS; 


(iv 


~— 


a scheme whereby individual employers may 
increase the pensions being paid to retired former 
employees or their beneficiaries. 


The Board is also authorized to manage and administer 
other governmental pension plans separate and distinct 
from OMERS. Under separate agreements, the Board 
manages the pension plans of Ryerson Polytechnical 
Institute, the Colleges of Applied Arts and Technology, 
the Caucus Employees of the Legislature anda special 
plan providing pension guarantees related to the 
restructuring of local electric utilities. These pension 
plans are referred to as “managed plans” throughout 
this report. 


MAJOR ACTIVITIES — 1981 


There were no changes to the Ontario Municipal 
Employees Retirement System Act in 1981. However, 
there were a number of amendments to the regula- 
tions made under the Act. 


The definition of contributory earnings was amended 
to clarify that the contributions received from a member 
in any year will determine the related contributory 
earnings in case there was some dispute in the future. 


The sections of the regulations providing for partici- 
pation in groups of employees who now contribute to 
existing municipal pension plans were amended to en- 
sure that if 75% of the members of such a group elect 
to become members of OMERS, then the entire group 
of employees must become members. 


The sections of the regulations dealing with members 
who have contributed or will contribute in the future at 
both normal retirement age 65 and 60 have been 
amended to ensure that at retirement the member has 
all service at one normal retirement age. Provision 
has been made for the conversion to one age with 
appropriate adjustments to service or contributions. 


Two significant improvements were made to the 
conditions attached to the pension to a widow or a 
widower on the death of a member. The spouse pen- 
sion no longer ceases on the remarriage of the spouse 
and now continues to be paid for the lifetime of the 
spouse. The reduction to the spouse pension where 
the spouse is more than ten years younger than the 
member has been eliminated. 


The additional amount of spousal pension payable 
where there are children of the member under 21 
years of age can now be paid to a person having 
custody of the children if this person is other than 
the spouse. 


The Yukon and Northwest Territories were added to 
the section of the regulations allowing for the transfer 
of pension benefits to and from other governmental 
pension plans. 


During 1981, the Board spent considerable time 
examining the Report of the Royal Commission on the 
Status of Pensions in Ontario. The Board prepared a 
response to this Report and this was discussesd in 
some detail at a meeting convened in April, 1981 and 
attended by representatives of organizations of mem- 
bers and employers. Generally speaking, there was 
support for the Board's position. 


Later in 1981 the Provincial Legislature established 
a Select Committee on Pensions to study the Royal 
Commission Report. The Board forwarded to the Com- 
mittee its response to the Royal Commission Report 


and asked to appear before the Committee. This 
appearance took place in January, 1982. The report 
of the Select Committee is expected in the near future 
and should form the basis of proposed reforms to pen- 
sion plans in Ontario including OMERS. 


The Board also examined a long list of proposed 
benefit changes with a view to providing improvements 
that have been requested by members, their represent- 
atives and employer organizations. These proposals 
were ranked in order of priority and the Board's ac- 
tuary was asked to prepare cost estimates of certain 
major improvements. A special Board meeting was held 
in October, 1981 devoted entirely to the issue of bene- 
fit improvements and recommendations were form- 
ulated and sent to the Treasurer of Ontario for con- 
sideration. Discussions are currently being held with 
the Treasurer on these proposals. 


The major benefit changes under serious consider- 
ation are related to the improvement of pensions under 
payment, early retirement benefits and a simplified 
administration of supplementary benefits. 


During 1981, the Board examined proposed changes 
to the assumptions used in the actuarial valuation of 
the Fund and agreed with the proposals of the Board's 
actuary. These proposals were submitted to the Pen- 
sion Commission of Ontario and were subsequently 
approved by the Commission. 


The results of the actuarial valuation of the Fund as 
at January 1, 1980 and January 1, 1981 based on the 
revised assumptions are presented in that part of this 
Report entitled ‘Actuarial Valuation”. 


The main changes to the assumptions used in the 
actuarial valuation of the Fund are as follows: 


— mortality of active and retired lives was updated 
based on more current statistics 

— rates of termination reflecting the actual exper- 
ience of OMERS were introduced 

— the assumption of the number of married mem- 
bers at death was reduced 

— the rate of interest assumption was changed 
from 6% to 8% 

— the rate of salary increase was changed from 
5% to 8% 

— the YMPE projections were changed to assume 
a 12%% increase through 1985 and 6% there- 
after. 


In addition, it was decided to take into account five 
year average unrealized gains or losses on equity 
investments in determining asset values for actuarial 
valuation purposes. 


These new assumptions were introduced to reflect 
more realistic projections for the determination of the 
liabilities of the Fund. 


During the first few months of 1981, the Board con- 
sidered a detailed examination of the various responsi- 
bilities associated with the investment of funds in capital 
market securities and the role played by the Board, the 
Investment Policy Committee of the Board and the in- 
vestment staff of the Board. This aspect of OMERS has 
added considerably to the responsibilities of the Board 
and the review resulted in changes in the delegation of 
duties but not in the overall approach and policies. 


The Board continued issuing UPDATE three times in 
1981. This publication provides employers and mem- 
bers with information concerning OMERS and the 
various deliberations of the Board concerning the Sys- 
tem and pension benefits. 


In 1977, the Board began holding regular Board 
meetings in various parts of Ontario and in conjunction 
with these meetings a meeting is held with member 
and employer representatives which allows for a dis- 
cussion of OMERS with the Board members. Meetings 
have now been held in Kenora, Thunder Bay, Sault 
Ste. Marie, Timmins, Sudbury, Ottawa, Kingston, St. 
Catharines and London. Meetings are scheduled for 
Waterloo and Windsor in 1982. 


A meeting was held in Toronto on April 23, 1981 
with representatives of members and employers to 
examine the Board’s position concerning the Report 
of the Royal Commission on the Status of Pensions 
in Ontario and also to discuss various benefit improve- 
ments for OMERS and the priorities attached to these 
improvements. 


PENSION ADMINISTRATION 
Finance 


A five year review of financial highlights is found on 
Schedule 1. 


Investments at cost increased 22.4% from 
$2,508,434,000 to $3,069,789,000 and these invest- 


ments include investments held for the basic OMERS 
plan, prior service agreements, supplementary benefit 
agreements and the managed plans. Investment income 
increased from $214,786,000 in 1980 to $284,479,000 
in 1981, an increase of 32.5%. 


Basic plan contributions of members amounted to 
$144,467,000 in 1981 representing an increase of 
14.3% over 1980 member contributions. Employers 
contributed a matching amount in 1981 subject to 
minor adjustments. The employer contributions in 1981 
of $144,654,000 were 13.7% higher than those of 1980. 


Payments made to or on behalf of members in 1981 
amounted to $67,909,000 representing payments of 
pensions, refunds of member contributions and interest 
and transfers to other pension plans. This is an increase 
of 25% over member payments in 1980. Actual pension 
payments In 1981 were 27.2% greater than in 1980. 


The reserve for prior service agreements decreased 
in 1981 from $4,929,000 to $4,714,000 as this phase 
of OMERS winds down. The reserve for supplementary 
benefit agreements on the other hand increased from 
$153,088,000 to $176,539,000 in 1981, an increase of 
Weveiyhe 


Funds on deposit with OMERS representing invest- 
ments of the managed plans increased 22.9% in 1981 
from $276,819,000 to $340,059,000. 


The reserve held by the Board for the basic plan 
benefits increased from $2,118,691,000 to 
$2,604,125,000 in 1981, an increase of 22.9%. This 
reserve is maintained for the payment of current 
pensions and the future payment of pensions earned 
by the contributing members of the System. The portion 
of the report entitled Actuarial Valuation compares the 
reserve at the beginning of 1981 with the liabilities for 
benefits being paid or earned as at the same date. 


Membership 


On December 31, 1981, there were 489 municipalities, 
126 school boards and 422 other local boards partici- 
pating in OMERS for a total of 1,037 participating 
employers. 


At the end of 1981, there were 123,037 members 
contributing to the System with 51.4% employees of 
municipalities, 25.1% employees of school boards and 
23.5% employees of other local boards. 36.4% of the 
contributing members of OMERS are female and 13.6% 


of the members are policemen or firemen with a normal 
retirement at age 60. 


The change in membership in 1981 is as follows: 


Contributing Members, January 1, 1981 119,731 
Members Enrolled 14,475 
134,206 
Terminating members electing: 
— arefund of contributions 7,633 
— adeferred pension 101 
— atransfer within OMERS 370 
— atransfer to another plan 54 
Disabled members electing a waiver 663 
Members retiring on pensions 2,024 
Deaths of members 324 11,169 
Contributing members, December 31, 1981 123,037 


When OMERS was established one of the objectives 
was to provide reasonable pension benefits at reason- 
able cost to the many smaller municipalities and local 
boards in Ontario by the “pooling” of both large and 
small groups. This objective has been achieved based 
on the fact that 559 of the 1,037 participating employers 
(54%) have less than 25 members of OMERS, with an 
average of 9 members each. On the other hand, the 24 
employers with the greatest number of members 
represent 38% of the total membership and average 
1,966 members. 


At the end of 1981, there were 21,310 members or 
their beneficiaries receiving monthly pensions from 
OMERS representing an increase of 10.6% in the 
number of monthly pensions paid. 12,540 retired 
members were receiving normal retirement pensions, 
2,886 were receiving early retirement pensions, 1,379 
were receiving disability pensions and 4,374 spousal 
benefits and 131 children’s benefits were under 
payment. 


As at December 31, 1981, there were 3,326 members 
who had terminated their service and elected a deferred 
pension. During the year, 101 members elected a 
deferred pension on termination, 1 member was again 
enrolled inthe System and 325 members commenced 
to receive a pension benefit. OMERS is one of the few 
pension plans in Canada that allows terminating 
members to leave their contributions in the System 
and obtain an entitlement to a pension benefit without 
requiring specific years of service for this entitlement. 
In pension jargon this is referred to as “immediate” 
vesting and the lack of such vesting in most pension 
plans has been singled out as one of the weaknesses 
of such plans. Because the “immediate” vesting 
provision of OMERS is optional for terminating members 
(unless they are 45 years of age and have completed 


10 years of service) the experience of OMERS in the 
last five years would indicate that the majority of 
terminating members are not interested in protecting 
their pension entitlements. 


In the 1977 to 1981 period, 40,991 members have 
terminated their service for reasons other than retire- 
ment and death and only 2,304 of these members 
(5.6%) elected to protect their pension entitlements. 


When OMERS was first established many employers 
transferred funds held in former pension plans to 
OMERS under provisions of prior service agreements. 
These agreements are gradually diminishing in impor- 
tance and at the end of 1981 the Board was admin- 
istering approximately 200 such agreements covering 
only 1,517 members with assets of $4,714,000. 


In 1969, the Board entered into the first supplementary 
benefit agreement which is now utilized by individual 
employers to provide past service pension benefits 
and unreduced early retirement benefits. On December 
31, 1981, the Board was administering 246 supple- 
mentary agreements covering 27,358 members with 
assets of $176,539,000. 


The following table summarizes member participation 
in supplementary benefits as at December 31, 1981: 


Type 1 4,554 
Type 1 and3 3,678 
Type 2 1,444 
Type 2 and3 30 
Type 3 only 17,652 

21,008 


The table indicates that 8,232 members have Type 1 
coverage, which is past service based on the basic 
plan formula; 1,474 members have Type 2 coverage, 
which is past service based on recent earnings and 
21,360 members have Type 3 coverage providing 
unreduced early retirement pensions. The members 
covered with the Type 3 supplementary benefit rep- 
resent about 17% of the total membership. 


INVESTMENT PROGRAM 


Funds for investment each year flow from member 
and employer contributions, interest and dividends 
from investments, profit on sale of investments and 
principal repayment of debt instruments less benefit 
payments, administrative expenses and losses on the 
sale of investment. These funds are derived from the 
operation of the basic plan, prior service agreements, 


supplementary benefit agreements and the managed 

‘plans. All funds are pooled together for investment 
purposes and the following data with regard to the 
investment program reflects all of the funds invested 
by the Board. 


During 1981, all funds available for investment were 
invested in capital market securities as was the case in 
1980 and 1979. Prior to 1979, funds available for 
investment were invested in special Provincial deben- 
tures and capital market securities in the 1975 to 1978 
period and only in special Provincial debentures prior 
to 1975. 


When the board ceased to invest in special Provincial 
debentures on December 31, 1978, a total amount of 
$1,293,025,000 had been so invested and these 
debentures provide a 9.07% average rate of return. Itis 
often suggested that these funds were loaned to the 
Province at low interest rates. In fact these debentures 
now carry an interest rate reflecting the market con- 
ditions at that time. Details of these debentures can be 
found in the notes to the financial statements presented 
later in this report. The first debentures become due 
and payable on December 31, 1993 in the amount of 
$129,500,000 and further debentures become due 
and payable each year thereafter. 


The current status of the investments of OMERS at 
amortized cost is as follows: 


As at December 31 


($ Thousands) 1981 1980 
Equities SMES TOSSOue 26 wo 842,386) 928% 
Bonds 497,435 28 Slot 2S) 
Mortgages 483,134 27 407,093 34 
RealEstate &Special 85,593 5 30,967 3 

Short Term 340,246 19 fi3000 ... O- 
Total Capital Market 

Securities $1,776,764 100% $1,215,409 100% 
Special Provincial 

Debentures 1,293,025 1,293,025 
Total Investments $3,069,789 $2,508,434 


The total portfolio grew 22% in both 1981 and 1980. 
However, the capital market securities increased 46% 
in 1981 and are expected to increase 36% in 1982 and 
28% in 1983. This is a significant growth pattern and 
has increased considerably the responsibilities of the 
Board in the management of OMERS. 


When the Board was first authorized to invest in 
capital market securities in 1975, astanding committee 


of the Board was appointed comprising members and 
staff of the Board and outside investment specialists. 
The Investment Policy Committee of the Board meets 
monthly and is responsible for recommending overall 
investment policy to the Board for approval. It estab- 
lishes shorter term strategies and recommends invest- 
ment criteria under which the staff of the Board 
undertakes day to day investments. The Committee 
also authorizes certain types of investments. 


The primary objective of the Board in investing funds 
in capital market securities is to maximize the value of 
the invested funds over time. This is accomplished 
through the addition of investment income and capital 
appreciation while bearing in mind the safety of the 
capital invested. The invested assets are held to meet 
the liabilities for benefits for contributing and retired 
members and the growth of the assets must at least 
match the increase in liabilities each year or additional 
contributions will be required. 


Based on amortized cost amounts, the present broad 
investment policy of the Board and the December 31, 
1981 position of the capital market securities is as 
follows: 


1981 Actual Year 
Class of Asset Policy Range End Position 
Equities O -40% 21% 
Bonds 20%-65% 28 
Mortgages 25%-75% 27 
Real Estate and Special O -10% 5 
Short Term O -25% 19 


For the last four years, the average yield on the 
capital market securities portion of the portfolio is as 
follows: 


1981 
12.09% 


ISAS) 
10.88% 


Year 
Yield 


1980 
10.71% 


1978 
10.47% 


The formula for calculating the above yields is the 
net investment (income less investment expenses) 
divided by the average book value of investments, 
weighted monthly. 


In 1981, the investments increased approximately 
$560,000,000 based on amortized cost. The main 
increases were in short term investments $262,000,000: 
bonds $140,000,000 and mortgages $75,000,000, 
although investments in real estate and special situations 
increased $55,000,000 or 175%. 


Mortgage investments during 1981 were primarily 
in loans for non-profit residential property insured by 
Central Mortgage and Housing Corporation under the 
National Housing Act. This was a reversal from the 
previous year where most activity was directed to 
commercial mortgages with participation in future cash 
flows from the operation of the project. Higher interest 
rate trends in 1981 made these former type of mortgages 
uneconomical for commercial development. The fol- 
lowing table compares the mortgage portion of the 
portfolio at the end of 1981 and 1980 at amortized 
cost. 


($ Thousands) 1981 1980 
Residential 

— Single Family $ 21,983 $ 25,337 

— Condominium 4,762 4,874 

— Rental 324,545 325,261 

— Non-profit 58,741 13,080 
Commercial 

— Shopping Centres 16,300 16,347 

— Office Building 39,782 13,086 

— Hotels 14,870 6,933 

— Retail Obit PE AES. 

$ 483,134 $ 407,093 

Percentage of Portfolio 27.2% 33.5% 


The mortgage portion of the portfolio increased 19% 
in 1981 and as a percentage of the total portfolio 
decreased from 33.5% at the beginning of the year 
to 27.2% at year end. In addition to the investments 
of $483,134,000 in mortgages, commitments of 
$17 1,262,000 have been made and these will be funded 
during 1982 and 1983. 


Rising interest rates have caused a further decline 
in the current market value of mortgage investments, 
estimated to be $382,673,000 at the end of 1981, or 
79% of the amortized cost value of $483,134,000. As 
the general policy is to hold mortgages to maturity, no 
loss from current market valuations is contemplated. 


Bond investments during 1981 continued to follow 
a defensive posture confining purchases to shorter 
term maturities as interest rates achieved record high 
levels in the year coupled with considerable volatility 
in the rates. 


The following table shows the bond portion of the 
portfolio at the end of 1981 and 1980 at amortized 
cost: 


($ Thousands) peers OS aed OSO) 
Government Bonds: 
Canada $ 103,025 $ 90,617 
Provincial 196,181 146,884 
Municipal PN PIE 24,432 
Corporate Bonds 145,325 88,019 
Term Loans 28,633 7,205 
$ 497,435 $ 357,157 
Percentage of Portfolio 28.0% 29.4% 


The portion of the portfolio invested in bonds declined 
slightly from 29.4% to 28% reflecting the negative 
concerns for the bond market during 1981. 


Purchase of Federal and Provincial bonds were made 
during the year as well as corporate bond investments 
which were confined mainly to five year term in major 
bank debt instruments. Term lending increased in 1981 
and these are loans to small and medium sized busi- 
nesses to finance expansions, acquisitions, debt 
restructuring and other business needs at rates of 
interest that are highly competitive recognizing the 
higher risk attached to these loans which are secured 
by corporate assets. 


The bond segment of the portfolio at market value 
amounted to $404,960,000 at year end and compares 
with an amortized cost figure of $497,435,000 or a 
decline in value of 19%. This decrease in value results 
from currently high interest rates available in bonds 
which reduces the value of lower coupon rate bonds 
purchased in previous years. If these bonds are held 
to maturity their amortized cost (par value at that time) 
will be realized and no specific losses will be incurred. 


The equity portion of the portfolio declined as a 
percentage of the total portfolio from 28.2% at the 
beginning of the year to 20.8% at year end. At the end 
of May, 1981, the portion in equities was 29.8% but 
with North American economies experiencing rates of 
inflation unprecedented since World War II, stemming 
largely from over-use of credit, high interest rates 
eventually brought the longest post war economic 
expansion to a halt and threatened stock market prices. 
Hence, in the second half of 1981, the equity portion 
of the portfolio was reduced by net sales of equities 
and investing new cash flow into short term securities. 
The following table shows changes in the equity portion 
of the portfolio between 1980 and 1981 year ends. 


($ Thousands) 1981 1980 
Canadian Investments 

Individual Stocks $ 176,384 $ 164,168 

Mutual Funds 12,614 Wales 
U.S. Investments 

Individual Stocks 96,043 72,935 

Mutual Funds 49,968 78,449 
European Investments 

Managed Funds 5,101 5,270 
Pacific Investments 

Mutual Funds 4,280 3,640 

Managed Funds 25,966 6,741 

$ 370,356 $ 342,336 

Percentage of Portfolio 20.8% 28.2% 


Despite weak markets in the second half of 1981, at 
the end of the year the equity portion of the portfolio 
had a market value of $413,898,000 which was 12% 
higher than the cost value of $370,356,000 and in 
addition capital gains of $34,132,000 were realized on 
the sale of equities during 1981. 


The real estate and special situation portion of the 
portfolio again showed a dramatic increase in 1981 as 
it did in 1980. The year end comparisons are as follows: 


($ Thousands) 1981 1980 
Real Estate $61,375 $26,032 
Oil and Gas 4,879 4,935 
Venture Capital 19,339 _ 
$85,593 $30,967 
Percentage of Portfolio 4.8% PIN 


This portion of the portfolio increased 175% andasa 
percentage of the total portfolio increased from 2.5% 
at the end of 1980 to 4.8% at the end of 1981. The 
increase in funds invested into these types of invest- 
ments is the result of a planned diversification of a 
small portion of the investments from the more estab- 
lished stock, bond and mortgage investments. 


The real estate investments are structured to en- 
compass three approaches to the acquisition and 
management of assets. The major portion of the program 
is conducted together with other Canadian pension 
funds through companies established and owned by 
the pension funds to search out real estate investments 
and manage the properties purchased on behalf of the 
funds. A smaller portion of the funds is invested with 
major established institutions into pooled funds where 
asset selection and management is provided by the 
institution on behalf of the investor. OMERS has also 
started a direct acquisition program to acquire selected 


properties for our own account or in conjunction with 
other investors where the properties are managed by 
established property managers. Real estate investments 
provide an asset base which combines an ongoing 
rate of return from the commercial undertaking together 
with potential for capital appreciation. 


The investment in oil and gas properties was made 
early in 1980 and represents a purchase of oil and gas 
producing properties made in consort with other pension 
funds. The Board established a wholly-owned subsidiary 
company to account for this particular investment. 


Venture capital investments have been made through 
carefully selected investment management firms or 
by direct placement of funds into new or expanding 
firms mainly in the high technology or high growth 
areas of the economy. These investments should 
achieve higher than normal investment returns although 
there is a higher degree of risk attached to this type of 
investment. 


The market value of this portion of the portfolio was 
estimated to be $99,681,000 at the end of 1981 which 
represents an increase of 16% over the cost value of 
$85,593,000. The market value is understated since 
only one-third of the real estate properties are valued 
at market each year due to the cost of yearly appraisals. 


The short term segment of the portfolio had previously 
been used pending the purchase of other assets 
although about 2% of the portfolio was held in short 
term as a matter of policy. As noted earlier the short 
term investments represented 19% of the portfolio at 
the end of 1981 as a result of delaying further equity 
purchases and a reluctance to enter the bond market 
in any major way because of interest rate fluctuations 
and the state of the economy. 


ADMINISTRATIVE EXPENSES 


The administration of OMERS includes the basic 
plan, prior service agreements, supplementary benefit 
agreements, managed plans and the investment 
program. 


The direct costs associated with the investment 
program have increased significantly in each of the 
last four years paralleling the growth of the assets 
under management. Certain costs, such as commissions 
paid on the purchase and sale of common stocks and 
bonds are added to the purchase price of the asset or 
deducted from the sale price of the investment. 
Servicing fees for mortgage investments and fees for 


funds managed on behalf of the Board and custodian 
and banking costs are deducted from the income derived 
from these investments. Since the bulk of the invest- 
ments are made by the staff of the Board, administrative 
expenses for the investment program comprise staff 
compensation, office accommodation and equipment, 
computer facilities, audit and legal services, communi- 
cation and normal office costs. 


The Board established an expense guideline for the 
investment program of 1/10 of 1% (0.1%) of the year 
end portfolio of investments at cost. A four year summary 
of investment administrative expenses within the 
guideline is as follows: 


($ Thousands) 1981 1980 1979 1978 
Expenses $ 1,073 $ 723 $ 468 $ 364 
Year End 

Portfolio 

at Cost $1,776,764 $1,215,409 $758,997 $328,598 


Expenses asa 
Percentage of 


the Portfolio 0.06% 0.06% 0.06% 0.11% 

The above table shows that in 1979, 1980 and 1981 
the investment program administrative expenses were 
only 60% of the guideline amount. In 1978 the expenses 
exceeded the guideline indicating that there are 
efficiencies derived from administering a larger portfolio. 
The portfolio at cost at the end of 1981 is 5 times as 
large as it was at the end of 1978 whereas expenses 


were only 3 times as great. 


This aspect of the operation of OMERS has rapidly 
grown into a major responsibility for the Board which 
weighs very carefully the cost/benefit relationship to 
investment expenses. Because of the long term financial 
rewards for superior portfolio management the Board 
wants to ensure that the needed management tools 
and expertise are available at reasonable cost. 


The remainder of the administrative expenses are 
related to the pension program. The work load asso- 
ciated with the basic plan, supplementary benefits and 
managed plans is combined into the various adminis- 
trative functions. The Board charges the supplementary 
benefit agreements and the managed plans an admin- 
istration fee to ensure that the basic plan does not 
absorb any costs related to these other programs and 
also ensures that the administrative fee is competitive 
for the work performed. 


The following table shows the pension program 
administrative expenses, the administrative fee re- 


coveries and the cost per member for the last four 
years: 


($Thousands) _ 1981 _1980 _1979 _1978 
Expenses $2,399 $2,133 $1,809 $1,564 
Fee Recoveries 765 640 SES) 526 
Net Expenses $1,634 $1,493 $1,236 $1,038 
Members (Active, 

Deferred, 

Pensioners) 147,673 142,552 138,051 134,076 
Cost per 

Member $11.06 $10.47 $8.95 $7.74 
Percentage Increase 

over Prior Year 6% 17% 16% 24% 


Since the commencement of OMERS in 1963, the 
Board has used, as an expense guideline, the assump- 
tion for administrative expenses adopted by the actuary 
for actuarial valuations. Except in the very early years 
of OMERS the pension program expenses have been 
well within this guideline which is 1% of basic plan 
member and employer contributions. 


The following table compares the pension program 
net administrative expenses to the guideline adopted 
by the Board for the last ten years: 


($ Thousands) Expenses as a 


Net Expense Percentage 
Expenses Guideline of Guideline 
1981 $1,634 $ 2,889 57% 
1980 1,493 2,527 59 
1979 1,236 2,236 55 
1978 1,038 2,051 51 
1977 766 1,406 5S 
1976 749 1,270 59 
1975 692 1,065 65 
1974 579 855 68 
1973 371 726 Sit 
1972 ie. 628 59 
$8,930 $15,653 57% 


In the 10 year period ending in 1981, the actual 
pension program net expenses have been only 57% of 
the guideline of 1% of member and employer contri- 
butions and have contributed almost $7 million to the 
actuarial position of the Fund without considering 
interest earned on these funds. The actual expenses 
have ranged from 51% to a high of 68%. In actual 
practice, the Board aims for pension program expenses 
to be about 60% of the guideline amount, similar to the 
investment program expenses when related to that 
guideline. 


Details of actual administrative expenses are shown 
in the audited financial statements forming part of this 
report. 


ACTUARIAL VALUATION 


The following table summarizes the results of the 
actuarial valuation of the Fund as at January 1, 1980 
and January 1, 1981: 


Valuation Results 
As At January 1 
1981 1980 


($ Thousands) 


ACTUARIAL LIABILITIES: 


Present Value of: 


Pensions under Payment $ 354,339 $ 278,921 


Vested Deferred Benefits 13,997 12,611 
Benefits for Present Contributors 
and their Survivors 1,530,230 1,291,444 


$1,898,566 $1,582,976 


ASSETS: 
Fund Assets at January 1 


ACTUARIAL SURPLUS 


$2,146,314 $1,725,663 


$ 247,748 $ 142,687 


The above results are based on the revised actuarial 
assumptions and asset values noted earlier in this 
report. 


The above valuations are based on an actuarial me- 
thod called the “unit credit cost” method which is the 
minimum funding requirement under the Pension Bene- 
fits Act. The liabilities have been determined by calcu- 
lating the present value of pensions under payment and 
vested deferred pensions and the present value of the 
pensions of present contributors based on credited 
service to the date of the valuation and earnings pro- 
jected to the normal retirement age of the member. 


Based on the above results the basic OMERS fund 
is ‘fully funded” in that sufficient funds are on hand to 
provide for all current liabilities should the Fund be 
wound-up as at the valuation date. In fact, the Fund 
was overfunded 9% as at January 1, 1980 and 13% as 
at January 1, 1981. 


The Board has noted earlier in this report that a 
number of benefit improvements are under consider- 
ation and discussion with the Treasurer of Ontario. In 
addition, the various studies on pensions would suggest 
other changes to vesting and locking-in provisions. 
The Board is of the opinion that the proposed changes 


and possible legislation changes can be made to 
OMERS without an increase in the current contribution 
rates of members and employers. However, the present 
surplus position of the Fund will not remain and the 
Fund could again revert to a deficiency position. 


MANAGED PLANS 


The Board manages and administers, separately 
from OMERS, the pension plans of the following 
organizations: 


Ryerson Polytechnical Institute 

Colleges of Applied Arts and Technology 
Elliot Lake Centre d’Elliot Lake 

Caucus Employees of the Legislature 
Guarantee Fund for certain utility employees 


These plans are operated under separate agreements 
with the Board and all member records, books of 
account, financial reporting, bank accounts and other 
records are kept for each of the plans. The Board 
receives a management fee each year for this adminis- 
tration so there is no charge against the operation of 
OMERS. Due to a change in the status of the Elliot 
Lake Centre d’Elliot Lake, the Board discontinued the 
management agreement with the pension plan as at 
December 31, 1981. 


THE BOARD AND ITS ADVISORS 


Three new Board members were appointed in 
January, 1981 — Mrs. Lenore Mcintosh, a Registered 
Nurse with the Thunder Bay Home for the Aged, Mr. 
Patrick Burke, a firefighter with the City of Windsor 
and Mr. Malcolm Scott, the Mayor of the Township of 
Lake of Bays and a member of the council of the 
District Municipality of Muskoka. 


In January, 1981, Mr. Bernardi and Mr. Schaefer, 
Board members, were appointed to the Investment 
Policy Committee of the Board and in December, 1981, 
Mr. Roberts, Chairman of the Board, was also appointed 
to this Committee. The Investment Policy Committee 
now comprises nine members, including the three 
Board members, two senior officers of OMERS and 
four outside investment specialists. 


Mr. R.A. Field of The Wyatt Company continued as 
the actuary to the Board during 1981 and Mr. Field's 
services were increased during the year as a result of 
the changes to the actuarial assumptions, costings for 


proposed benefit changes and advice and assistance 
in relation to various pension studies and their impact 
on OMERS. Mr. Purdy Crawford of Osler, Hoskin & 
Harcourt continued to provide legal services to the 
Board and these services have shown an increase in 
the last few years in relation to the investment program. 
Dr. R. G. McKenzie, the Board's medical advisor, 
examined all disability claims submitted by or on behalf 
of members during 1981. The firm of Coopers & Lybrand 
continued as auditors of the Fund for 1981. 


The authorized complement of the staff of the Board 
in 1981 totalled 93, with 25 staff working in the invest- 
ment and investment-accounting areas, 63 in the pen- 
sion administration area and 5 in the management and 
policy development area. It would be remiss, how- 
ever, not to recognize the major contribution to the 
administration of OMERS of the many employees of 
the 1,037 employers that participate in the System 
who undertake the day to day work on behalf of the 
members of the plan. 


CONCLUSION 


14981 has been an important year for pension plans 
with the issuing of the Report of the Royal Commission 
on the Status of Pensions in Ontario and the formation 
of a Select Committee of the Legislature on Pensions 
to examine the Commission's recommendations. Many 
of the recommendations of the Royal Commission 
Report would dramatically change the present OMERS 


plan. At the time of writing this report, the Select 
Committee tabled its findings before the Ontario 
Legislature. The Select Committee has not supported 
some of the major recommendations of the Royal 
Commission, but has proposed major changes to 
pension plans including OMERS. 


The Board will continue to examine these proposals 
for changes to pension plans and will make their views 
known to the Treasurer of Ontario on behalf of the 
members and employers of OMERS to protect and 
improve the pension program for local government 
employees in Ontario. 


The results of the Board's review and recommenda- 
tions for benefit changes, which are currently under 
discussion with the Treasurer of Ontario, should soon 
be announced to the members and employers. As 
noted in this report, the financial condition of OMERS 
is excellent and changes and improvements can be 
made without increasing the present contribution levels. 


This report marks the completion of 19 years of 
operation for OMERS and the 15th year that the 
responsibility for the management and administration 
of the System has been vested in an appointed Board. 
There has seldom been a year without change and 
improvement and it would appear that the future will 
continue this experience. The Board will strive to ensure 
that OMERS is developed and operated in the best 
interests of the members and employers participating 
in the System. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Balance Sheet 
as at December 31, 1981 


Assets 

Investments (note 2) 
Contributions receivable 
Accounts receivable . 
Accrued income 


Cash 


Reserves and Liabilities 
Reserves for: 

basic benefits (note 3) 

prior service benefits (note 4) 


supplementary benefits (note 4) 


Deposits from administered pension 
funds (note 5) 
Accounts payable and accruals 


Pension benefits payable 


Signed on behalf of the Board 


A Ketel Member 


Member 


1981 


$3,069,789,424 
31,515,892 
414,209 
25,361,885 


562,425 


$3,127,643,835 


$2,604,124,711 
4,713,573 
176,538,630 


$2,785,376,914 


$ 340,058,824 
Mol QZ 


35,305 


$3, 127,643,835 


ei 


1980 


$2,508,434, 126 
26;9N 122 
365,585 
18,019,599 


39,496 


$2,553,770,528 


$2,118,690,655 
4,928,629 


153,088,496 


$2,276,707 ,780 


S210, O10)25i 
215,083 


28,414 


$2,553,770,528 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Statement of the Reserves 


for the year ended December 31, 1981 


Balance, beginning of the year 


Increases in Reserves 
Contributions of: 

° Members 

e Employers 


Income earned from investments 


Administrative expenditures recovered from: 
e Supplementary benefits reserve 
e Administered pension funds (note 5) 


Transfer to basic benefits reserve from: 
e Prior service benefits reserve 
e Supplementary benefits reserve 


Transfer to supplementary benefits reserve from: 


e Prior service benefits reserve 


Decreases in Reserves 
Members’ pensions 
Members’ contributions plus interest refunded 
Transfers to other pension plans 
Income credited to administered 

pension funds (note 5) 
Transfers to basic benefits reserve for: 

e Pension present value 


¢ Members’ contributions plus interest refunded 


e Transfer to other pension plans 
e Purchase waiting period 
¢ Closing supplementary agreements 


e Administrative expenditures 


Transfer to supplementary benefits reserve for: 
e Closing prior service agreements 


Administrative expenditures 
« Pensions 
« Investments 


Prior Supple- 

Basic Service mentary 

Benefits Benefits Benefits 
Reserve Reserve Reserve Total 1980 
$2,118,690,655 $4,928,629 $153,088,496 $2,276,707,780 $1,859,346,859 
144,467,134 2,898,265 147,365,399 129,057,850 
144,653,860 31,811 34,608,943 179,294,614 154,313,410 
289,120,994 31,811 37,507 ,208 326,660,013 283,371,260 
269,926,233 235,197 14 Soon 284,478,967 214,786,128 
375,096 375,096 298,364 
389,763 389,763 341,841 
764,859 764,859 640,205 
476,946 476,946 385,668 
28,004,633 28,004,633 24,630,743 
28,481,579 28,481,579 25,016,411 
sy ilalte! 5,118 3,134 
588,293,665 267,008 51,829,863 640,390,536 523,817,138 
45,127,586 45,127,586 35,480,296 
21,675,832 21,675,832 17,822,159 
1,105,569 1,105,569 1,049,583 
31,478,573 31,478,573 23,930,492 
469,568 27,672,186 28,141,754 24,230,665 
4,706 204,348 209,054 159,185 
2,672 4,916 7,588 17,608 
1,420 1,420 249, 387 
AOS 121,763 359,566 

476,946 28,004,633 
375,096 375,096 298,364 
5,118 5,118 3,134 
2,398,710 2,398,710 2,132,967 
1,073,339 1,073,339 722,811 
102,859,609 482,064 28,379,729 131,721,402 106,456,217 


Balance, end of the year 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 


Schedule of Administrative Expenditures 
for the year ended December 31, 1981 


Personal Services including Employee Benefits 


Salaries of regular staff 
Salaries of casual staff 
Pensions 

Unemployment insurance 
Workmen's compensation 
Hospital and medical insurance 
Term-life insurance 

Long-term disability insurance 


Transportation and Communication 


Travel expenses, including overtime meal allowances 
Telephone 
Postage and express 


Purchases of Service 


Actuarial services 

Audit services 

Medical services 

Legal services 

Other professional services 
Recruitment and training of employees 
Rental of offices 

Computer processing 

Maintenance and repair of equipment 
Electricity 

Insurance 

Board's services 

Research and information 


Materials and Supplies 


Furniture and equipment purchases 
Supplies and stationery 

Publications for members and employers 
Alterations to offices 


Total Expenditures 


Distribution 


— Pensions 
— Investments 


ray ee 


1981 


$1,762,195 
47,454 
130,343 
25,99) 
Beri} 
65,137 
13,020 


13,183 
$2,059,836 


$ 59,486 
89,312 
54,721 


$ 203,519 


$ 89,100 
*27,014 
20,440 
68,052 
46,537 
26,576 
332,700 
200,810 
7,183 
10,635 
3,183 
94,094 


45,843 
$ 972,167 


$ 50,244 
103,123 
95,210 
2950 


$_ 236,527 
$3,472,049 


$2,398,710 


1,073,339 
$3,472,049 


1980 


$1,394,269 
61,442 
104,676 

WO ZTKs! 
1,690 
56,039 
11,100 


12,460 
$1,656,954 


$ 49,435 
69,553 


54,330 
$ 173,318 


$ 44,385 
38,550 
Zin hOS 
46,513 
57,641 
11,922 

224,703 
209,888 
7,002 
7,823 
2,313 
75,733 


35,060 
$_783,238 


$ 43,897 
98,076 
94,664 

5,631 


$242,268 
$2,855,778 


$2,132,967 
722,811 


$2,855,778 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 


Notes to the Financial Statements 


for the year ended December 31, 1981 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Investments 


Investments are recorded in the accounts at cost. Gains or losses on their disposal are credited or charged 
to income. Income from investments is recorded on the accrual basis. 


Contributions 


Member and employer contributions received subsequent to the year-end, but which are applicable to the 
current year, are recorded as receivables. 


Benefits 


Payments for benefits are recorded in the year in which such payments are made. 


INVESTMENTS 


The following is a description of the investments: 
(a) Province of Ontario debentures issued under section 7(3) of the Ontario Municipal Employees 


Retirement System Act. 


Date of Maturity 


December 31, 1993 
December 31, 1994 
December 31, 1995 
December 31, 1996 
December 31, 1997 
December 31, 1998 
December 31, 1999 
December 31, 2000 
December 31, 2001 
December 31, 2002 
December 31, 2003 
December 31, 2006 


Weighted Average 
Interest Rate 


8.06% 
9.50% 
9.70% 
6.00% 
6.30% 
7.21% 
8.19% 
9.10% 
7.85% 
9.50% 
9.45% 
9.77% 


$ 


Cost 


129,500,000 
148,825,000 
182,250,000 
20,100,000 
24,900,000 
33,100,000 
46,700,000 
57,600,000 
75,000,000 
265,800,000 
187,950,000 


121,300,000 
$1,293,025,000 


The weighted average interest rate on the total investment in Ontario debentures is 9.07%. 
Market value for the Ontario debentures has not been determined as these debentures have no quoted 
market value. The values stated remain unchanged from those reported at December 31, 1980. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 
for the year ended December 31, 1981 


2. INVESTMENTS (continued) 


(b) Investments commencing September 30, 1975 under section 7(3b) of the Ontario Municipal Employees 
Retirement System Act which are subject to the limitations of the Pension Benefits Act. 


1981 1980 


Market Value Cost Market Value Cost 


Bonds and Debentures $ 404,959,349 $ 497,485,437 $ 313,334,816 $ 357,157,240 


Mortgages 382,673,309 483,134,007 323,980,523 407,092,511 
Equities 413,897,909 370,356,472 445,760,443 342,336,224 
Real Estate 80,342,322 66,253,799 36,772,734 30,967,034 
Short Term Deposits 340,246,134 340,246,134 Uhgstseny Wales i OOOMMG 
Venture Capital 19,338,575 19,338,575 — = 


$1,641,457,598 $1,776,764,424 $1,197,704,633 $1,215,409,126 


Market value is quoted value for bonds, debentures and equities. 
Market value for mortgages is computed based on market yields. 
Market value for real estate is appraised value as provided by our property managers. 


(c) Total investments at cost $3,069,789,424 $2,508 434,126 


3. BASIC BENEFITS RESERVE 
The basic benefits reserve is maintained for the payment of pensions to retired members or their bene- 
ficiaries and the future payment of pensions and benefits to contributing members and to terminated 
members who have elected a deferred pension. 
The latest actuarial valuation of the Fund dated January 1, 1981 determined the total actuarial liabilities 
of the Fund for basic benefits to be $1,898,566,000 using the unit credit cost method. The adjusted book 
value of accumulated assets at that date was $2, 146,314,000 resulting in an actuarial surplus of $247,748,000. 


The results of the valuation projected to December 31, 1981 indicate that the existing levels of member 
and employer contributions are sufficient to meet the cost of benefits earned to December 31, 1981. 


During the year, following a comprehensive study of the Fund's actuarial assumptions, the Board approved 
various Changes in the assumptions used. The changes reflect the best estimates of future trends and valuation 
assumptions. 

The most significant changes were: 


(a) an increase in the interest rate used for valuation purposes from 6% per annum to 8% per annum; 


(b) an increase in the salary scale used for valuation purposes from 5% per annum to 8% per annum; and 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 
for the year ended December 31, 1981 


(c) the year’s maximum pensionable earnings to be projected at the rate of 124% per annum through 1985 
and at the rate of 6% per annum thereafter instead of the 4% per annum used previously. 


The actuarial deficiency as at January 1, 1980 of $15,111,000 as reported on the 1980 financial statements 
would have translated to an actuarial surplus of $135,787,000 under the revised assumptions. 


The changes in the actuarial assumptions have been approved by the Pension Commission of Ontario. 


PRIOR SERVICE AND SUPPLEMENTARY BENEFITS RESERVES 


Under the terms of the Ontario Municipal Employees Retirement System Act various participating employers 
have entered into agreements with the Board for the provision of prior service and/or supplementary benefits. 
The prior service and supplementary reserves represent the net assets available for payment of benefits 
under the agreements. Each employer is responsible, individually, for the funding of such benefits. 


ADMINISTERED PENSION FUNDS 


The administered pension funds (which form part of the Fund and which are administered on behalf of the 
Ontario Council of Regents for Colleges of Applied Arts and Technology, the Ryerson Polytechnical Institute, 
the Elliot Lake Centre d’Elliot Lake, the members of the Legislative Assembly as represented by the Board 
of Internal Economy [The Caucus Employees Retirement Fund] and the Minister of Energy for the Province of 
Ontario [The Ontario Hydro Guarantee Fund]) are credited with amounts which are equal to the income earned 
by the Fund from the investment of the monies deposited in the Fund by the administered pension funds. The 
Ontario Municipal Employees Retirement Board is authorized under the terms of the various management 
agreements to recover its expenses for administering the aforementioned plans. 


The employees of the Elliot Lake Centre d'Elliot Lake have been transferred to a new employer, the Canadian 
Institute for Radiation Safety. Consequently, by Order-In-Council OC-3560/81, dated December 17, 1981, the 
Ontario Municipal Employees Retirement Board was relieved of its duties as Trustee of the Elliot Lake Plan. 


The reserve in the Elliot Lake Pension Fund at December 31, 1981, of $237,701 plus interest will be 
transferred early in 1982 to the Guarantee Trust which is the Trustee of the pension plan for employees of 
the Canadian Institute for Radiation Safety. 


COMMITMENTS 


Total commitments outstanding at December 31, 1981 amounted to approximately $215,000,000, of which 
$171,000,000 relates to mortgages, $5,000,000 to bonds, $14,000,000 to real estate, $16,000,000 to term 
lending and the remaining $9,000,000 to venture capital. 


The administration of the Fund is conducted on leased premises and the Fund has entered into a lease 


agreement which involves a minimum annual base rental of $251,224 to January 31, 1986. Additional 
space has been leased with an annual base rental of $31,920 to January 1, 1986. 
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ee: chartered accountants 145 King Street West a member firm of 
OO ers Toronto Ontario Coopers & Lybrand (International) 


&Ly rand Canada MSH 1V8 


telephone (416) 869-1130 
cables Colybrand 
telex 06-23590 


March 26, 1982 


AUDITORS' REPORT TO THE 
ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


We have examined the balance sheet of the Ontario Municipal Employees 
Retirement Fund as at December 31, 1981 and the statement of the reserves 
for the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Fund as at December 31, 1981 and the results of its 
operations for the year then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the 
preceding year. 
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CHARTERED ACCOUNTANTS 
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BOSTON 
CHICAGO 
CLEVELAND 
DALLAS 
DETROIT 
FORT WORTH 
HONOLULU 
HOUSTON 
LOS ANGELES 
MEMPHIS 
MIAMI 
MINNEAPOLIS- 
ST. PAUL 
NEW YORK 


ACTUARIES-EMPLOYEE BENEFIT CONSULTANTS-RISK MANAGEMENT CONSULTANTS 
INTERNATIONAL BENEFITS-EMPLOYEE COMMUNICATIONS 
141 ADELAIDE STREET WEST 
TORONTO, ONTARIO MSH S3SLS 


(416) 862-0393 


ORLANDO 
PHILADELPHIA 
PHOENIX 
PORTLAND 
SAN DIEGO 
SAN FRANCISCC 
STAMFORD 
WASHINGTON 
CALGARY 
HALIFAX 
* MONTREAL 
OTTAWA 
TORONTO 


VANCOUVER 


Actuarial Certificate at December 31, 1981 


Ontario Municipal Employees Retirement Fund 


The most recent actuarial valuation of the above Plan was conducted at January 1, 1981 
using the unit credit cost method. 


The results of the valuation disclosed total actuarial liabilities of $1,898.566 million in 
respect of benefits accrued for service to January 1, 1981. The adjusted book value of 
accumulated assets at that date was $2,146.314 million indicating an actuarial surplus 
of $247.748 million. 


The results of the valuation at January 1, 1981 also indicated that the existing levels of 
employee and employer contributions are sufficient to meet the cost of benefits to be 
earned each calendar year until the next actuarial valuation is made. 


We are of the opinion, therefore, that the assets of the Fund at December 31, 1981 are 
sufficient to meet all the liabilities of the Plan in respect of services rendered by 
members up to that date. 


Respectfully submitted 


THE WYATT COMPANY 


DEO, 


R. Alvin Field, F.S.A. 
Fellow, Canadian Institute of Actuaries 


March 30, 1982 


tie 


Schedule 1 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 
5 Year Review of Financial Data — 1977 to 1981 


($ Thousands) 


*Investments at Cost 
Provincial Debentures 
Marketable Securities 


*Reserve for Basic Benefits 
Funds Held for: 
Prior Service 
Agreement Reserve 
Supplementary Benefit 
Agreement Reserve 
Managed Plans 


Investment Income Earned 
Basic Plan 
Prior Service Agreements 
Supplementary Benefit Agreements 
Managed Plans 


Contributions Received for: 
Basic Plan 
Prior Service Agreements 
Supplementary Benefit Agreements 


Payments to Members 
Pensions Paid 
Contributions and 
Interest Refunded 
Transfers to Other Plans 


Administrative Expenditures 
and Recoveries 
Pension Program 
Gross 
Fee Recoveries 
Net 
Investment Program 


Average Yield on Investments 
Provincial Debentures 
Marketable Securities 
Total Portfolio 


Pension Program Net Expenditure 
as a % of Basic Plan Contributions 


1981 1980 1979 1978 1977 
$1,293,025 $1,293,025 $1,293,025 $1,293,025 $1,171,725 
1,776,764 1,215,409 758,997 328,598 158,107 
$3,069,789 $2,508,434 $2,052,022 $1,621,623 $1,329,832 
$2,604,125 $2,118,691 $1,718,763 $1,377,027 $1,078,781 
4,714 4,929 5,040 7,987 8,002 
176,539 153,088 135,544 129,017 118,712 
340,059 276,819 226,768 182,805 145,851 
$3,125,437 $2,553,527 $2,086,115 $1,696,836 $1,351,346 
$238,447 $177,907 $137,381 $108,423 $ 84,268 
235 246 95 410 427 
14,318 12,703 11,613 10,997 8,947 
31,479 23,930 19,202 15,007 11,907 
$284,479 $214,786 $168,291 $134,837 $105,549 
$289,121 $253,571 $226,440 $206,470 $141,075 
32 32 32 32 348 

37,507 29,768 27,836 25,993 32,436 
$326,660 $283,371 $254,308 $232,095 $173,859 

$ 45,128 $ 35,480 $ 28,303 $ 21,649 $ 16,660 
21,676 17,822 27,142 19,515 8,433 
1,106 1,050 653 566 647 

$ 67,910 $ 54,352 56,098 $ 41,730 $ 25,740 
$ 2,399 $ 2,133 $ 1,809 $ 1,564 $ 1,330 
765 640 573 526 564 

$ 1,634 $ 1,493 $ 1,236 $ 1,038 $ 766 
1,073 723 468 364 209 
SmNAOl, $ 2,216 $ 1,704 $ 1,402 $ 975 
9.07% 9.07% 9.07% 9.07% 8.93% 
12.09% 10.71% 10.88% 10.47% 10.50% 
10.63% 9.74% 9.55% 9.25% 9.10% 
0.57% 0.59% 0.55% 0.50% 0.54% 


*the amount shown for each year as at December 31 is cumulative 


= A0.2= 


Schedule 2 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 
5 Year Review of Selected Data — 1977 to 1981 


= 1981 __1980 pasa TAS) —_ 1978 pam eaite 
*Employers 
Municipalities 489 487 473 465 459 
School Boards 126 122 AEs} ZS 122 
Other Local Boards 422 418 419 405 399 
1,037 1,027 OWS 993 980 
*Members Contributing, Employed by 
Municipalities 63,280 61,875 60,757 59,691 54,031 
School Boards 30,828 30,033 29,619 29,428 27,529 
Other Local Boards 28,929 27,823 PAE AVG) 26,496 24,470 
123,037 119,731 117,486 A1S615 106,030 
*Members Contributing 
Female 44,827 42,743 41,224 40,119 35,420 
Male 78,210 76,988 76,262 75,496 70,610 
123,037 119,731 117,486 LSS 106,030 
*Normal Retirement Age 65 106,314 103,420 101,872 100,377 OnRiivat 
*Normal Retirement Age 60 Owes 16,311 15,614 15,238 14,259 
123,037 119,731 117,486 TAS 615 106,030 
*Terminated Members Who Have 
Elected a Deferred Pension 3,326 Sion 3,320 3,464 3,859 
*Number of Pensioners by Type 
of Pension 
Normal Retirement 12,540 impooG 10,550 9,415 8,456 
Early Retirement 2,886 2,451 1,986 1,560 1,260 
Disability Retirement 1,379 1,232 1,078 870 719 
Spouses and Children 4,505 4,029 3,631 Salo POIs. 
20 19,270 17,245 14,997 13,160 
*Total Membership Comprising 
Contributing Members, Deferred 
Pensions and Pensioners 147,673 142,552 138,051 134,076 123,049 
Number of Members 
Enrolled Each Year 14,475 13,914 13,168 19,023 12,480 
Number of Members 
Terminated Each Year 11,169 11,669 11,297 9,438 8,882 
Net Increase in Membership 3,306 2,245 1,871 9,585 3,598 


*Cumulative totals at year end 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


Summary of Historical Highlights 


1962 — An Act establishing the Ontario Municipal 
Employees Retirement System was given Royal Assent 
on April 18th. 

1963 — The first members of the System were enrolled 
on January 1st and the first contributions received 
one month later. 

1965 — Amendments were made for the ‘locking-in” 
of contributions as required under the Pension Benefits 
Act. 

After July 1, 1965 all persons engaged by a municipality 
or local board must participate in OMERS to receive 
pension benefits. 

Provision was made for OMERS to manage and 
administer other pension plans. 

1966 — The contributions and benefits were integrated 
with the contributions and benefits of the Canada 
Pension Plan. 


Employees of electric utilities became members of 
OMERS for the first time. 


1967 — The supplementary benefit program was 
introduced. 

1968 — The eleven member Board was appointed by 
the Lieutenant Governor in Council on January 1. 
The interest rate on the special Provincial debentures 
issued to OMERS at each year end was increased 
from 5% to 64%. 

The benefit formula was increased 10% from 2% of 
career earnings to 2.2% of career earnings. 

1969 — A disabled widower was extended the same 
benefits as a widow on the death of a member. 

1970 — The interest rate on the special Provincial 
debentures issued to the Board at each year end was 
changed from 6%% to the average borrowing costs of 
the Province during a year. 

All basic pension benefits earned or payable on 
December 31, 1970 were increased by 10%. 

1971 — All basic pension benefits earned or payable 
at December 31, 1971 were increased by 5%. 

In addition to the 50% widows’ and disabled widowers’ 
pensions payable on the death of a member, a further 
pension of 10% for each child of the deceased member 
to a maximum of 25% was introduced. 


1972 — Councillors became eligible for membership 
in the System. 

All basic pension benefits earned or payable on 
December 31, 1972 were increased by 5%. 

1973 — Anemployer could improve the pensions being 
paid to retired employees through the System. 

Rates of interest on special Provincial debentures issued 
to the Board during the years 1963 to 1969 were 
retroactively adjusted. 

All basic pension benefits earned or payable at 
December 31, 1973 were increased by 5%. 

1974 — Aportion of available funds could be invested 
in marketable securities under the provisions of the 
Pension Benefits Act commencing In 1975. 

1975 — All basic pension benefits earned by active 
and deferred members as at December 31, 1975 were 
increased by 10%. 

All pensions being paid to retired members on 
December 31, 1975 were increased by 10%. 

A widower of a member became entitled to the same 
50% pension as a widow on the death of a member. 
1976 — Optional service, being service with another 
governmental employer or war service, was added to 
the supplementary benefit program. 

1978 — Pension formula changed from 2.2% career 
average earnings basis to a 2% final average earnings 
basis. 

All pensions being paid to retired members on 
December 31, 1977 were increased by 3% from March 
1, 1978. 

1980 — All pensions being paid to retired members on 
January 1, 1979 were increased by 4% from January 1, 
1981. 

1981 — Spousal benefits no longer cease on remarriage 
and the reduction in the spouse pension when the 
spouse is more than 10 years younger than spouse 
was eliminated. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


Summary of Benefits 


Basic Benefits 


Normal retirement at age 65 — except policemen and 
firemen who may retire at age 60. 


The annual normal retirement pension payable to a member 
is 2% of pensionable earnings multiplied by years of credited 
service, reduced when the member becomes entitled to a 
pension under the Canada Pension Plan. In this formula: 


“pensionable earnings’ means the annual average of the 
60 highest consecutive months of earnings; 


“credited service” means continuous service when contri- 
butions have been made; 


“CPP reduction” means 0.7% of the annual average of the 
Year's Maximum Pensionable Earnings under the CPP in the 
year of retirement and the two preceding years times credited 
service since January 1, 1966. 


A total disability retirement benefit for a disability that, in 
the first two years, renders a member incapable of performing 
the duties of his or her position and thereafter of any 
substantially gainful employment. The totally disabled member 
may continue to accrue credited service without contribution 
until normal retirement age or may elect a disability pension. 


A pension to a widow or widower of one-half the member's 
pension plus 10% for each child under 21 years of age to a 
maximum of 25% and, where there is no widow or widower, a 
pension of one-half the member's pension to the child or 
children of the member under 21 years of age. 


A deferred pension, payable at normal retirement age, if a 
member ceases to be employed before his normal retirement 
date. The pension benefits earned by a member under the 
System vest immediately in the member. 


An early retirement pension, commencing within the 10 
year period before normal retirement age, which is the actuarial 
equivalent of the normal retirement pension. 


A refund of the contributions of a member plus interest if 
the member terminates his employment, except if at termination 
the member has ten years of continuous service with the 
employer and is over 45 years of age, then his contributions 
made after January 1, 1965 may not be refunded. 


Portability of the pension if amember transfers employment 
from one participating employer to another within 6 months 
or to other governmental pension plans under special reciprocal 
transfer agreements. 


Supplementary Benefits (provided by an agreement between 
a participating employer and OMERS) 


Type | — Final Average Earnings, Past Service Pension 


The Type | provides a benefit based on 2% of final average 
earnings and service before employer participation in OMERS. 
Any pension earned under a prior service agreement or 
approved pension plan during this period of past service is 
deducted. 


Type I! — Current Average Earnings, Past Service Pension 


The Type II provides a benefit based on 2% of current 
average annual earnings and service before employer 
participation in OMERS. Any pension earned under a prior 
service agreement or approved pension plan during this period 
of past service is deducted. 


Type IIl — Unreduced Early Retirement Pension 


Normally, if a member retires early (within 10 years of 
normal retirement date) the pension benefit payable under a 
Type | or Il supplementary benefit and the Basic Plan is 
actuarially reduced. The Type III benefit provides for payment 
of the amount of this reduction if a member retires within 10 
years of normal retirement date under the following conditions: 


(a) completion of 30 or more years of continuous service 
with the employer, or 


(b) retirement due to permanent partial disability as deter- 
mined by the employer. 


Optional Service — The service of a member with another 
governmental employer or war service may be added to a 
Type | or Type II benefit and the member must contribute on 
a formula basis to be entitled to this service. This service 
becomes additional past service of the member. 


Schedule 5 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 


Summary of Marketable Securities 


($ Thousands) 


Mortgages 
Residential (NHA Insured) 
— Single Family 
— Condominium 
— Rental 
— Non-profit 
Residential (Privately Insured) 
— Rental 
Commercial (Uninsured) 
— Shopping Centres 
— Office Buildings 
— Hotel 
— Retail 


Total Mortgages 


Bonds 

Government — Canada 
— Provincial 
— Municipal 

Corporate 

Term Loans 

Total Bonds 

Equities 


Canada — Individual Stocks 

— Metals and Minerals 

— Oil and Gas 

— Paper and Forest Products 

— Consumer Products 

— Industrial Products 

— Transportation 

— Pipelines 

— Utilities 

— Communications and Media 

— Merchandising 

— Financial Services 

— Management Companies 
Canada — Mutual Funds 


Total Canadian Equities 


as at December 31, 1981 


Amortized 
Book 
Value 


$ 21,966 
4,801 
315,266 
58,741 


B25 


16,300 
39,782 
14,870 

2,151 


$483,134 


$103,025 
196,181 
24,271 
145,325 
28,633 


$497,435 


$ 25,146 
14,949 
3,242 
26,692 
25,307 
7,496 
13,837 
6,709 
9,299 
2,993 
39,595 
5,559 
12,614 


$188,998 


DG 


Percentage 


of 


Portfolio 


1.3% 

0.3 
17.8 

3.3 


015 


0.9 
Desa 
0.8 
0.1 


27.2% 


5.8% 
11.0 
1.4 
G2 
1.6 


28.0% 


1.4% 
0.9 
0.2 
Uae 
1.4 
0.4 
0.8 
0.4 
0.3 
0.1 
2.2 
0.3 
0.7 


10.6% 


Yield on 
Book 


Value 


12.10% 
11.65 
10.91 
15.05 


10.58 


11.45 
12.63 
15.88 
10.37 


11.78% 


10.95% 
12.36 
10.72 
13.37 
16.74 


12.57% 


5.77% 
2.24 
4.66 
4.63 
5.81 
5.18 
4.51 
9.64 
5.23 
4.70 
7.82 
6.65 
3.05 


5.58% 


Estimated 
Market 


Value* 


$ 20,569 
4,465 
233,221 
53,310 


7,566 


11,142 
36,234 
14,558 

1,608 


$382,673 


$ 81,162 
156,150 
16,513 
122,502 
28,633 


$404,960 


$ 24,753 
19,337 
2,573 
33,669 
26,073 
8,563 
13,011 
6,353 
5,929 
2,100 
45,256 
6,144 
18,759 


$212,520 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Summary of Marketable Securities as at December 31, 1981 


($ Thousands) 


Equities (continued) 
Non-Canadian (Canadian $) 
United States 
— Individual Stocks 
— Machinery 
— Metals and Minerals 
— Diversified 
— Office Equipment 
— Oil — International 
— Domestic 
— Oil Well Equipment 
— Drugs 
— Electric Appliances 
— Auto Parts 
— Cosmetics 
— Food 
— Photography 
— Retailing 
— Tobacco 
— Airlines 
— Miscellaneous 
— Utilities and Power 
— Mutual Funds 
Pacific — Mutual Funds 
— Managed Fund 
Europe — Managed Fund 


Total Non-Canadian Equities 
Total Equities 

Real Estate 

Venture Capital 


Short Term 
Total 


*Estimated Market Values 


Amortized 
Book 


Value 


3,189 
3,324 
6,113 
4,699 
9,763 
4,379 
2,099 
5,701 
3,993 
3,746 
6,935 
6,839 
8,657 
3,314 
4,157 
2,452 
4,272 
Waal 
49,968 
4,280 
25,966 


5,101 


$ 


$ 


$ 


181,358 
370,356 
66,254 
19,339 
340,246 


$1,776,764 


Mortgages: Computed on current market yields 


Bonds: Quoted values 
Equities: Quoted values 
Real Estate: Appraised values 


ED Aine 


Percentage 
of 


Portfolio 


0.2% 
0.2 
0.3 
0.3 
0.6 
0.2 
0.2 
0.3 
0.2 
0.2 
0.4 
0.4 
OS 
Or 
0.2 
0.1 
0.2 
OM 
2.8 
0.2 
1.5 
0.3 


10.2% 
20.8% 
3.7% 
1.1% 
19.2% 


100.0% 


Yield on 
Book 
Value 


6.54% 
1.959 
4.25 
5.64 
6.81 
5.67 
1.28 
5.74 
3.92 
6.84 
7.01 
7.49 
5.46 
4.83 
8.46 
0.60 
8.70 
9.89 
PTE 
0.10 


0.04 
4.11% 


4.88% 


10.23% 


$ 


$ 


$ 


$ 


$ 


$ 


$ 


Schedule 5 
(cont’d.) 


Estimated 
Market 
Value* 


2,821 
4,101 
9,624 
4,383 
8,827 
5,669 
2,318 
6,793 
3,116 
4,750 
8,595 
7,843 
9,163 
4,847 
9,922 
1,456 
4,807 
11,414 
TNS 
6,536 
26,702 
3,976 


201,378 
413,898 
80,342 
19,339 


340,246 


1,641,458 


OINSONINT@IONMIVOre ai) 
~— RETIREMENT BOARD - 


1982 ANNUAL REPORT 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


1982 ANNUAL REPORT 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 
Re 2 BLOOR STREET WEST (27TH FLOOR), TORONTO, ONTARIO M4W 3E2, (416) 967-0637 


April 14, 1983 


The Honourable Frank S. Miller 

Treasurer of Ontario and 
Minister of Economics 

Frost Building South 

Queen's Park 

Toronto, Ontario 

M/A 1X7 


Dear Mr.) Miditlers: 


It is my pleasure to present to you the Annual Report of the Ontario 
Municipal Employees Retirement Board for the year ended December 31, 1982 
in accordance with subsection 4(8) of the Ontario Municipal Employees 
Retirement System Act. 


This year marks the twentieth anniversary of the operation of the 
System and as indicated in the accompanying report, OMERS continues to 
show growth and development. The System now has over 126,000 
contributing members employed by 1,042 participating employers and is 
paying over 23,000 pensions each month to retired members or their 
beneficiaries. The portfolio of invested assets at book value at the 
end of 1982 was almost three and three-quarters billion dollars. 


Significant benefit changes were approved in 1982 and became law 
early in 1983. These included improved early retirement benefits and 
portability of past service benefits and also major changes were made 
to simplify the administration of the supplementary benefit program. 
Pensions under payment were increased 4% on July 1, 1982 and using the 
principle of "excess interest", the Board will be in a position to 
recommend regular annual increases in the future depending on the level 
of investment returns each year. 


I would like to thank you, on behalf of the members of the Board, 
for your support and guidance during 1982, which was much appreciated. 
The members of the Board also appreciate the opportunity of managing 
and administering the retirement program of employees of local government 
units in Ontario. 


The accompanying report is respectfully submitted to you. 


Yours truly, 


IEA ek 


Grant KE. Boyce 
Chairman of the Board 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


1982 Annual Report 


INTRODUCTION 


The first members of OMERS were enrolled on 
January 1, 1963 and this 1982 Annual Report marks 
the completion of twenty years of operation for the 
System. 


The report outlines the 1982 activities of the Board 
in the management and administration of the System 
and includes the audited financial statements of the 
Fund as at December 31, 1982. The report also provides 
information on the Board’s responsibilities, the pension 
programs under administration, major activities during 
1982, pension administration activities, investment 
program activities, administrative expenses, the latest 
actuarial valuation and other plans managed by the 
Board. Schedules included in the report provide a five 
year history of financial and membership data, a 
summary of historical highlights, a brief summary of 
the pension benefits and details of investments in 
capital market securities and special non-marketable 
Provincial debentures. 


BOARD RESPONSIBILITIES 


The Ontario Municipal Employees Retirement Board 
is responsible for the management and administration 
of the System. These responsibilities include organi- 
zation and staffing, the receipt and investment of funds, 
the calculation and payment of benefits, the employer 
administration function, the enrolment of members, 
the maintenance of individual member records, com- 
munication with members and employers, financial 
reporting and reviewing actuarial valuations of the 
Fund. 


The Board also undertakes research and studies in 
benefit development and other current pension matters 
and makes recommendations for changes to the 
OMERS Act and regulations. 


The Board is comprised of eleven members who are 
appointed by the Lieutenant Governor in Council to 
three year terms with about one-third of the membership 
completing their term each year. As of December 31, 
1982, the eleven member Board is comprised of eight 
employees of local government, two elected officials 
of local government and one Provincial civil servant. 


THE PENSION PROGRAM 


The OMERS pension program divides into four main 
parts: 


the basic OMERS plan under which each of the 
participating employers and each of the members 
contribute at uniform rates and each of the members 
receives pension benefits based on the same 
formula; 


(i) 


the supplementary benefit program which estab- 
lishes pension benefits for the service of amember 
prior to participation in the basic OMERS plan, as 
well as special early retirement pensions or optional 
service entitlements, and these benefits are pro- 
vided by individual employers for all or groups of 
employees under an agreement with the Board; 


(ii) 


(iii) prior service agreements, which absorbed pension 
plans in existence prior to the establishment of 
OMERS; 


a scheme whereby individual employers may in- 
crease the pensions being paid to retired former 
employees or their beneficiaries. 


(iv) 


The Board is also authorized to manage and administer 
other governmental pension plans separate and distinct 
from OMERS. Under separate agreements, the Board 
manages the pension plans of Ryerson Polytechnical 
Institute, the Colleges of Applied Arts and Technology, 
the Caucus Employees of the Legislature and a special 
plan providing pension guarantees related to the 
restructuring of local electric utilities. These pension 
plans are referred to as “managed plans” throughout 
this report. 


MAJOR ACTIVITIES — 1982 


There were no changes to the Ontario Municipal 
Employees Retirement System Act during 1982 and 
only one amendment to the regulations made under 
the Act. 


The amendment to the regulations provided a 4% 
increase to pensions under payment on December 1, 
1981 and the increase was paid with the monthly pension 


for July 1, 1982. In announcing this increase to 
the pensioners, the Board indicated the intention to 
have similar increases each year in the future. While 
these increases will require yearly amendments to the 
regulations to become effective, the basis for the in- 
crease is to be the “excess interest” method. Under this 
method, the actuarial valuation of the Fund uses a spe- 
cific interest rate (base rate) to determine the capital 
cost of a pension liability and the difference between 
this base rate and the actual earnings rate of the Fund 
forms the basis for the annual percentage increase in 
pensions under payment. 


In June, 1982 the Board, following a year of study, 
announced improvements to the early retirement 
pensions and significant changes proposed to the 
operation and administration of the supplementary 
benefit program. These improvements and changes 
were discussed with the Treasurer of Ontario and 
agreement was reached to proceed with the necessary 
amendments to the regulations made under the Act. 
While it was hoped to have these amendments in place 
before the end of 1982, unforeseen delays resulted 
in the regulations amendment not being made until 
January, 1983. 


Details of these changes were summarized in the 
November, 1982 issue of “OMERS Update’, an in- 
formation bulletin issued to employers and members 
three times a year. Therefore, the following is a brief 
description of the changes incorporated in the regula- 
tions amendments as well as other minor changes for 
clarity or administrative purposes. 


¢ an early retirement pension, based on the 
credited service of a member in the System 
plus any pension provided under a prior service 
or supplementary benefit agreement, is pay- 
able without reduction if, within the ten year 
period before normal retirement age, the age 
of the member plus the service of the member 
totals 90 or more; 


° an early retirement pension payable within the 
ten year period before normal retirement age 
reduced by 5% for each year the member retires 
before normal retirement age (previously the 
reduction was more severe); 


where a member who has elected a deferred 
pension on termination of service becomes re- 
enrolled in the System, the period of credited 
service derived from the deferred pension is 
“linked” to the current period of credited service 
and used in the calculation of the new pension 


entitlement (previously there was only a linking of 
credited service if the gap in service was less than 
six months); 


prior service of members covered under a Type 1 
supplementary benefit agreement will become 
credited service under the System and this will be 
portable within OMERS if the member changes 
municipal employment; 


members covered for prior service undera Type 2 
supplementary benefit agreement will continue 
to be eligible for the fixed amount of pension 
provided under the agreement but such pension 
amount will be increased each year by the dif- 
ference between 7% and the Fund earnings rate 
of the previous year; 


Type 2 supplementary benefit agreements will 
not be available to members and employers after 
December 31, 1982 but a partial Type 1 supple- 
mentary benefit agreement will be available. Thus 
ifan employer has limited funds available for prior 
service pensions, there will be a supplementary 
benefit agreement available to accommodate this 
situation; 


employer costs under a present or future Type 1 
or 2 supplementary benefit agreement will be 
determined as at January 1, 1983, or the effective 
date of a future agreement and these costs when 
paid to OMERS will be the only costs for the prior 
service; 


¢ Type 3 supplementary benefits providing for un- 


reduced early retirement on completion of 30 
years of service will no longer be available for 
members with a normal retirement age of 65 years, 
having been replaced for all of these members by 
the introduction of the “90 Factor” early retirement 
pension provision. Those members covered under 
a Type 3 supplementary benefit agreement on 
December 31, 1982 will continue with this en- 
titlement; 


Type 3 supplementary benefits providing for 
unreduced early retirement on completion of 30 
years of service will continue for members with a 
normal retirement age of 60; 


¢ Type 3 supplementary benefits providing for a 


permanent partial disability benefit within ten years 
of normal retirement age will continue for all 
members currently provided this benefit and it 
will continue to be available in the future for other 
members. 


The Board will summarize the existing financial 
position of each supplementary agreement as at 
December 31, 1982 and provide details of the changes 
to the administration of these agreements for 1983 
and future years. This information will be provided to 
the employer and member groups covered under each 
agreement during the latter part of 1983. 


In 1982 the Board made a presentation to the Select 
Committee on Pensions which had been established 
by the Legislature to study the Report of the Royal 
Commission on the Status of Pensions in Ontario. Later 
in 1983 the Report of the Select Committee was made 
public and the Board wrote to the Treasurer of Ontario 
expressing certain views with respect to the various 
recommendations contained therein. 


Late in 1982 the Federal Government produced a 
report entitled “Better Pensions for Canadians” and 
then established a Special Committee of the House of 
Commons to hold hearings across the country and to 
make recommendations for action by the end of 1983. 
This Federal report is the last in along series of studies 
and reports on pensions in the last five years. The 
Board expects that sometime in the next few years the 
results of all of these studies will become government 
policy and will affect certain aspects of OMERS. As a 
clearer picture of future policies develops, the Board 
will examine the impact on OMERS and make recom- 
mendations to incorporate any new policies. The Board 
will also attempt to keep the members of OMERS and 
the participating employers apprised of these develop- 
ments. 


The Board issued “OMERS Update” four times in 
1982 with the June and November issues providing 
details of the changes proposed to the benefits in 
1983. This publication is issued to the employers in 
sufficient quantity to post in the workplace so that all 
members will have the opportunity of reading the var- 
ious deliberations of the Board at the regular monthly 
meetings. 


Seven years ago the Board established a policy of 
holding two meetings each year in various parts of 
Ontario. Meetings have been held in Kenora, Thunder 
Bay, Sault Ste. Marie, Timmins, Sudbury, Ottawa, 
Kingston, Waterloo, St. Catharines, London and Windsor 
and meetings are scheduled for Cornwall and North 
Bay during 1983. At these meetings the Board holds a 
regular Board meeting and a special meeting with 
member and employer representatives from each 
participating employer in the nearby geographic area. 


In addition, during 1982 the Board held a special 


meeting in September with representatives of member 
associations and unions and employer organizations 
representing Province-wide organizations. This meet- 
ing was held to discuss in detail the proposed changes 
to the benefits and administration outlined earlier in 
this report. 


PENSION ADMINISTRATION 
Finance 


A five year review of financial highlights is found on 
Schedule 1. 


Investments at cost increased 21.6% from 
$3,069,789,000 to $3,733,529,000 and these invest- 
ments include investments held for the basic OMERS 
plan, prior service agreements, supplementary benefit 
agreements and the managed plans. Investment income 
increased from $284,479,000 in 1981 to $355,876,000 
in 1982, an increase of 25.1%. 


Basic plan contributions of members amounted to 
$167,000,000 in 1982 representing an increase of 
15.6% over 1981 member contributions. Employers 
contributed a matching amount in 1982 subject to 
year-end adjustments. The employer contributions in 
1982 of $169,365,000 were 17.0% higher than those 
of 1981. 


Payments made to or on behalf of members in 1982 
amounted to $89,487,000 representing payments of 
pensions, refunds of member contributions and interest 
and transfers to other pension plans. This is an increase 
of 31.8% over member payments in 1981. Actual pen- 
sion payments in 1982 were 22.6% greater than in 1981. 


The reserve for prior service agreements decreased 
in 1982 from $4,714,000 to $4,361,000 as this phase 
of OMERS winds down. The reserve for supplementary 
benefit agreements on the other hand increased from 
$176,539,000 to $190,304,000 in 1982, an increase of 
7.8%. 


Funds on deposit with OMERS representing invest- 
ments of the managed plans increased 21.5% in 1982 
from $340,059,000 to $413,160,000. 


The reserve held by the Board for the basic plan ben- 
fits increased from $2,604, 125,000 to $3,191,720,000 
in 1982, an increase of 22.6%. This reserve is main- 
tained for the payment of current pensions and the 
future payment of pensions earned by the contributing 
members of the System. The portion of the report 


entitled Actuarial Valuation compares the reserve at 
the beginning of 1982 with the liabilities for benefits 
being paid or earned as at the same date. 


Membership 


On December 31, 1982, there were 491 municipalities, 
129 school boards and 422 other local boards partici- 
pating in OMERS for a total of 1,042 participating 
employers. 


At the end of 1982, there were 126,121 members 
contributing to the System with 51.1% employees of 
municipalities, 25.4% employees of school boards and 
23.2% employees of other local boards. 37.2% of the 
contributing members of OMERS are female and 13.7% 
of the members are policemen or firemen with a normal 
retirement age of 60. 


The change in membership in 1982 is as follows: 


Contributing members, January 1, 1982 123,037 
Members enrolled 11,764 
134,801 
Terminating members electing: 
— arefund of contributions 4,943 
— adeferred pension 547 
— atransfer within OMERS 289 
— atransfer to another plan 119 
Disabled members electing a waiver 493 
Members retiring on pensions 1,986 
Deaths of members 303 8,680 
Contributing members, December 31, 1982 126,121 


When OMERS was established one of the objectives 
was to provide reasonable pension benefits at reason- 
able and stable cost to the many smaller municipalities 
and local boards in Ontario by the “pooling” of both 
large and small groups. This objective has been 
achieved based on the fact that 557 of the 1,042 partici- 
pating employers (53%) have less than 25 members in 
OMERS, with an average of 9 members each. On the 
other hand, the 25 employers with the greatest number 
of members represent 39% of the total membership 
and average 1,987 members. 


At the end of 1982, there were 23,287 members or 
their beneficiaries receiving monthly pensions from 
OMERS representing an increase of 9.3% in the 
number of monthly pensions paid. 13,442 retired 
members were receiving normal retirement pensions, 
3,341 were receiving early retirement pensions, 1,473 
were receiving disability pensions and 4,898 spousal 


benefits and 13 children’s benefits were under 
payment. 


As at December 31, 1982, there were 3,710 members 
who had terminated their service and elected a deferred 
pension. During the year, 547 members elected a de- 
ferred pension on termination, 138 members are again 
enrolled in the System and 243 members commenced 
to receive a benefit. OMERS is one of the few pension 
plans in Canada that allows terminating members to 
leave their contributions in the System and obtain an 
entitlement to a pension benefit without requiring spe- 
cific years of service for this entitlement. In pension 
jargon this is referred to as “immediate” vesting and 
the lack of such vesting in most pension plans has been 
singled out as one of the weaknesses of such plans. 
Because the ‘immediate’ vesting provision of OMERS 
is optional for terminating members (unless they are 
45 years of age and have completed 10 years of ser- 
vice) the experience of OMERS in the last six years 
would indicate that the majority of terminating mem- 
bers are not interested in protecting their pension 
entitlements. 


In the 1977 to 1982 period, 46,481 members have 
terminated their service for reasons other than retire- 
ment and death and only 2,851 of these members 
(6.1%) elected to protect their pension entitlements. 


When OMERS was first established many employers 
transferred funds held in former pension plans to 
OMERS under provisions of prior service agreements. 
These agreements are gradually diminishing in impor- 
tance and at the end of 1982 the Board was admin- 
istering 135 such agreements covering 1,374 members 
with assets of $4,361,000. 


In 1969, the Board entered into the first supplementary 
benefit agreement and these are now utilized by many 
employers to provide past service pension benefits 
and unreduced early retirement benefits. On December 
31, 1982, the Board was administering 265 supple- 
mentary agreements covering 29,675 members with 
assets of $190,304,000. 


The following table summarizes member participation 
in supplementary benefits as at December 31, 1982: 


Type 1 3,981 
Type 1 and3 3,936 
Type 2 1,104 
Type 2 and3 152 
Type 3 only 20,502 

29,675 


The table indicates that 7,917 members have Type 1 
coverage, which is past service based on the basic 
plan formula; 1,256 members have Type 2 coverage, 
which is past service based on recent earnings and 
24,590 members have Type 3 coverage providing 
unreduced early retirement pensions. The members 
covered with the Type 3 supplementary benefit rep- 
resent about 19% of the total membership. 


INVESTMENT PROGRAM 


Funds for investment each year flow from member 
and employer contributions, interest and dividends 
from investments, profit on sale of investments and 
principal repayment of debt instruments less benefit 
payments, administrative expenses and losses on the 
sale of investment. These funds are derived from the 
operation of the basic plan, prior service agreements, 
supplementary benefit agreements and the managed 
plans. All funds are pooled together for investment 
purposes and the following data with regard to the 
investment program reflects all of the funds invested 
by the Board. 


During 1982, all funds available for investment were 
invested in capital market securities as has been the 
case since 1979. Prior to 1979 funds available for 
investment were invested in special Provincial deben- 
tures and capital market securities in the 1975 to 1978 
period and only in special Provincial debentures prior 
to 1975. 


When the Board ceased to invest in special Provincial 
debentures on December 31, 1978, a total amount of 
$1,293,025,000 had been so invested and these 
debentures provide a 9.07% average rate of return. It is 
often suggested that these funds were loaned to the 
Province at low interest rates. In fact these debentures 
now carry an interest rate reflecting the market condi- 
tions at the time of issue. Details of these debentures 
can be found in the notes to the financial statements 
presented later in this report. The first of these de- 
bentures become due and payable on December 31, 
1993 in the amount of $129,500,000 and further 
debentures become due and payable each year there- 
after. 


The current status of the investments of OMERS at 
amortized cost is as follows: 


As at December 31 


($ Thousands) 1982 1981 
Short Term $ 312,095 13% $ 340,246 19% 
Bonds 668,020 28 497,435 28 
Mortgages 618,008 25 483,134 27 
Equities (AS 721%. 29 370,356 21 
Real Estate & Special 126,654 5 85,593 5 
Total Capital Market 

Securities $2,440,504 100% $1,776,764 100% 


Special Provincial 
Debentures 1,293,025 
Total Investments $3,733,529 


1,293,025 
$3,069,789 


The total portfolio grew 22% in both 1982 and 1981. 
However, the capital market security portion increased 
37% in 1982 and 46% in 1981. This area of Board res- 
ponsibility continues to increase significantly each 
year and the Board is spending more and more time 
on this area of management. 


When the Board was first authorized in 1975 to invest 
in capital market securities, a standing committee 
of the Board was appointed comprising members and 
staff of the Board and outside investment specialists. 
The Investment Policy Committee of the Board meets 
monthly and is responsible for recommending overall 
investment policy to the Board for approval. It estab- 
lishes shorter term strategies and recommends invest- 
ment criteria under which the staff of the Board 
undertakes day to day investments. The Committee 
also authorizes certain types of investments. 


The primary objective of the Board in investing funds 
in capital market securities is to maximize the value of 
the invested funds over time. This is accomplished 
through the addition of investment income and capital 
appreciation while bearing in mind the safety of the 
capital invested. The invested assets are held to meet 
the liabilities for benefits for contributing and retired 
members and the growth of the assets must at least 
match the increase in liabilities each year after taking 
into consideration the contributions of members and 
employers. 


During 1982 a new approach was adopted in deter- 
mining the policy with regard to the proportion of 
funds invested in major asset classes. The current policy 
noted below was developed by examining the future 
liabilities to be funded, the estimated level of con- 
tributions less benefit payouts, the expected range of 
returns from various classes of assets and the risk 
attached to each class of asset. The asset mix chosen 
was that which provided a reasonable expectation of 
exceeding the liabilities with a low risk of falling short 


of meeting the expected liabilities. The table below is 
based on the market value of assets which is another 
departure from past policy in this area which was based 
on amortized cost: 


Policy Range 


Year-End 
Class of Asset_ High Mid-Point Low — Position 
Short Term 35% 2% 0% 12% 
Debt Investments 
Bonds 46% 23% 16% 24% 
Term Loans 5 3 2 2 
Mortgages 43 23 U7 23 
85% _49% 35%  _AI% 
Equity Investments 
Equities 60% 44% 30% Coua 
Real Estate 10 5 2 4 
70% 49% 32% 39% 
Total Investments 100% 100% 


The Board's target asset classes are the mid-points 
of the policy range and the high and low percentages 
merely set maximum and minimum positions. A number 
of the percentage totals exceed the overall percentage 
but it is unlikely that each asset will be at the high 
or low range at the same time. 


For the last five years, the average returns on the 
capital market securities portion of the portfolio is 
as follows: 


1982 
12.13% 


Year 
Yield 


1981 
12.09% 


1980 
10.71% 


1979 
10.88% 


1978 
10.47% 


The formula for calculating the above returns is 
the net investment income (income less investment 
expenses) divided by the average book value of in- 
vestments, weighted monthly. 


In 1982 the capital market investments increased 
$664,000,000 based on amortized cost and $91 1,000,000 
based on market values. The following table shows the 
net change by asset classes for 1982: 


($ Thousands) Book Market 
Value Value 
Short Term $(28,000) $(28,000) 
Bonds 171,000 261,000 
Mortgages 135,000 198,000 
Equities 345,000 442,000 
Real Estate and Special 41,000 38,000 
$664,000 $911,000 


The larger increase in the market value reflects a 
lowering of interest rates from the end of 1981 which 
increases the market value of bonds and mortgages 
and for equities indicates higher share values from 
a year ago. 


The short term segment of the portfolio was main- 
tained at approximately 15% of the portfolio during the 
year because of the economic circumstances prevailing 
during the year. Normally, short term investments are 
retained at about 2% of the portfolio but during the 
latter part of 1981 and during 1982 it appeared prudent 
to maintain short term investments at a high level. 


Bond investments during 1982 followed a moderate 
strategy during the first half of 1982 when it appeared 
that interest rates would continue an upward climb and 
purchases during this period were confined to terms of 
5 to 10 years. As rates began to fall in the latter part 
of the year purchases were made with longer terms to 
maturity. 


During the year, $232,500,000 was invested in bonds 
and sales were $79,000,000 at book value. The com- 
position of the bond portion of the portfolio at the end 
of 1982 and 1981 at amortized cost is as follows: 


($ Thousands) 1982 1981 
Government Bonds: 
Canada $180,702 $103,025 
Provincial 231,942 196,181 
Municipal 26,086 24,271 
Corporate Bonds: 183,790 145,325 
$622,520 $468,802 
Percentage of Portfolio 26% 26% 
Market Value $620,762 $376,327 


The market value of bonds at the end of 1982 was 
almost equal to the amortized cost whereas at the end 
of 1981 the market value was considerably lower than 
amortized cost. The increase in market value reflects 
the lower interest rates that prevailed at year end 
compared to a year earlier. 


The fixed income segment of the portfolio also in- 
cludes a term lending program to small and medium 
sized corporations through a company owned by a 
group of pension funds and these loans assist the bus- 
inesses to finance expansions, acquisitions, debt re- 
structuring and other needs. At the end of 1982 these in- 
vestments at amortized cost amounted to $45,500,000, 
an increase of 59% over similar investments at the end 
of 1981 and currently represent about 2% of the port- 
folio. 


Mortgage investments in 1982 were mainly in loans 
for residential properties insured by CMHC under the 
National Housing Act. The high interest rates in the 
early half of 1982 made commercial mortgage lending 
virtually impossible on an economic basis although 
funds were advanced on commercial mortgages in 
1982 resulting from commitments made in 1980 and 
1981. 


The following table compares the mortgage portfolio 
at the end of 1982 and 1981 at amortized cost. 


($ Thousands) 1982 1981 
Residential: 
Single Family Saalieoon $ 21,966 
Condominium 4,347 4,801 
Rental 462,783 383,264 
Commercial: 
Office Buildings 62,121 39,782 
Shopping Centres 54,213 16,300 
Hotels 14,787 14,870 
Retail 2,376 Zao 
$618,008 $483,134 
Percentage of Portfolio 25% 27% 
Market Value $581,144 $382,673 


The mortgage portion of the portfolio increased 28% 
in 1982 even though as a percentage of the total port- 
folio it reduced. The market value of mortgages was 
94% of the amortized cost at the end of 1982 compared 
to 79% at the end of 1981 reflecting lower interest 
rates at year end. Current policy is to hold mortgages 
to maturity thus the amortized cost will be realized 
and no loss will occur from currently lower market 
values. 


The equity portion of the portfolio increased 93% in 
1982 based on cost values, from $370,356,000 to 
$715,727,000. At the end of 1982, equities repre- 
sented 29% of the portfolio, compared to 21% at the 
end of 1981. The main thrust of equity purchases oc- 
curred in the latter half of the year. In July, although 
the economy continued in the doldrums, the markets 
had declined to a level at which long-term values were 
considered exceptionally attractive and an aggressive 
investment program was begun. The equity invest- 
ments in Canadian individual stocks and U.S. mutual 
funds particularly increased rapidly in the second half 
of the year. Strong markets continued throughout the 
second half of 1982 and at year end the market value of 
the equity portion of the portfolio was $856, 102,000, 
20% greater than the cost value of $715,727,000. 


The following is a summary of the equity portion of 
the portfolio at the end of 1982 and 1981 at cost values: 


($ Thousands) 1982 1981 
Canadian Investments: 
Individual Stocks $416,784 $176,384 
Mutual Funds Us Sis}e) 12,614 
Non-Canadian Investments: 
U.S. Individual Stocks 138,947 96,043 
U.S. Mutual Funds 105,386 42,070 
Pacific Mutual Funds 4,546 4,280 
Pacific Managed Funds 22,902 25,966 
European Managed Funds 5,005 5,101 
Worldwide Mutual Fund 8,818 7,898 
$715,727 $370,356 
Percentage of Portfolio 29% 21% 
Market Value $856,102 $413,898 


The real estate and special situation portion of the 
portfolio increased 48% in 1982, from $85,593,000 to 
$126,654,000. While this portion of the portfolio only 
represents 5% of the portfolio it does include some of 
the more innovative pension fund investments. 


The following summarizes this portion of the port- 
folio at cost at the end of 1982 and 1981: 


($ Thousands) 1982 1981 
Real Estate: 
Real Estate $ 94,703 $61,375 
Oil and Gas 6,814 4,879 
Venture Capital PSP AEH 19,339 
$126,654 $85,593 
Percentage of Portfolio Bye 5% 
Market Value $137,761 $99,681 


Real estate investments are made by OMERS in 
three different approaches. The major portion of the 
program is through the ownership of special corpora- 
tions owned by a group of pension funds. A smaller 
portion of the investments are made through estab- 
lished institutions whereby OMERS invests in a pooled 
fund with other investors. OMERS also invests in 
direct ownership of real estate. These investments 
provide anincome stream from the commercial opera- 
tion and also a growth in the value of the asset 
over time. 


Oil and gas investments include an investment made 
in 1980 with other pension funds in oil and gas pro- 
ducing properties. The Board established a wholly- 
owned subsidiary company to account for this par- 
ticular investment. In 1982 the Board invested funds 
in a special vehicle established for pension fund in- 
vestors which invests jointly with a recognized oil 
industry partner. Further investments of this type are 


now being investigated to capitalize on the current 
favourable opportunities established by the Federal 
Government for pension funds in this major industry. 


Venture capital investments are made through care- 
fully selected investment management firms in new or 
expanding firms in the high technology and high 
growth areas of the economy. While these types of 
investments have a high risk attached to them, they 
also offer exceptional returns. For this reason the 
market value is assumed to be equal to the cost of the 
investment until there has been a longer experience 
attached to these investments. 


Details of the investments in capital market securi- 
ties are found in the last schedule of this report. At 
year end the market value of the portfolio was 
$2,553,364,000, an increase of 56% over the market 
value at the end of 1981. This compares to an amortized 
book value (cost) increase of 37% to $2,440,504,000 
at the end of 1982. The larger increase in the market 
values reflects the increased values on common stock 
held in the portfolio, reduced interest rates at the end 
of 1982 and capital appreciation on other investments 
held in the porfolio. 


ADMINISTRATIVE EXPENSES 


The administration of OMERS includes the basic 
plan, prior service agreements, supplementary benefit 
agreements, managed plans and the investment 
program. 


The direct costs associated with the investment 
program have increased significantly in each of the 
last four years paralleling the growth of the assets 
under management. Certain costs, such as commissions 
paid on the purchase and sale of common stocks and 
bonds are added to the purchase price of the asset or 
deducted from the sale price of the investment. 
Servicing fees for mortgage investments and fees for 
funds managed on behalf of the Board and custodian 
and banking costs are deducted from the income derived 
from these investments. Since the bulk of the invest- 
ments are made by the staff of the Board, administrative 
expenses for the investment program comprise staff 
compensation, office accommodation and equipment, 
computer facilities, audit and legal services, communi- 
cation and normal office costs. 


The Board established an expense guideline for the 
investment program of 1/10 of 1% (0.1%) of the year 
end portfolio of investments at cost. A four year summary 
of investment administrative expenses within the 
guideline is as follows: 


($ Thousands) 1982 1981 1980 1979 
Expenses $1,641 $1,073 $723 $468 
Year End 

Portfolio 

at Cost $2,440,504 $1,776,764 $1,215,409 $758,997 
Expenses as a 


Percentage of 


the Portfolio 0.07% 0.06% 0.06% 0.06% 


The above table shows that in 1979, 1980 and 1981 
the investment program administrative expenses were 
only 60% of the guideline amount and in 1982 70% of 
the guideline. 


This aspect of the operation of OMERS has rapidly 
grown into a major responsibility for the Board which 
weighs very carefully the cost/benefit relationship to 
investment expenses. Because of the long term financial 
rewards for superior portfolio management the Board 
wants to ensure that the needed management tools 
and expertise are available at reasonable cost. 


The remainder of the administrative expenses are 
related to the pension program. The work load asso- 
ciated with the basic plan, supplementary benefits and 
managed plans is combined into the various adminis- 
trative functions. The Board charges the supplementary 
benefit agreements and the managed plans an admin- 
istration fee to ensure that the basic plan does not 
absorb any costs related to these other programs and 
also ensures that the administrative fee is competitive 
for the work performed. 


The following table shows the pension program 
administrative expenses, the administrative fee re- 
coveries and the cost per member for the last four 
years: 


($ Thousands) _1982 _ Subcenaiy y |p railtc,0PF ails rade 
Expenses $2,721 $2,399 $2,133 $1,809 
Fee Recoveries 832 __ KS) _ 1640) 57%3 
Net Expenses $1,889 $1,634 $1,493 $1,236 
Members (Active, 

Deferred, 

Pensioners) 153,118 TATpO(SOmel4e DocmmCoWon 
Cost per 

Member $12.34 $11.06 $10.47 $8.95 
Percentage Increase 

over Prior Year 12% 6% 17% 16% 


Since the commencement of OMERS in 19638, the 
Board has used, as an expense guideline, the assump- 
tion for administrative expenses adopted by the actuary 
for actuarial valuations. Except in the very early years 
of OMERS the pension program expenses have been 
well within this guideline which is 1% of basic plan 
member and employer contributions. 


The following table compares the pension program 
net administrative expenses to the guideline adopted 
by the Board for the last ten years: 


($ Thousands) Expenses as a 


Net Expense Percentage 
Expenses Guideline of Guideline 
1982 $ 1,889 $ 3,340 57% 
1981 1,634 2,889 Si 
1980 1,493 ZO2T 59 
1979 1,236 2,236 55 
1978 1,038 2,051 51 
1977 766 1,406 55) 
1976 749 1,270 59 
1975 692 1,065 65 
1974 579 855 68 
1973 371 726 51 
$10,447 $18,365 57% 


In the 10 year period ending in 1982, the actual 
pension program net expenses have been only 57% of 
the guideline of 1% of member and employer contri- 
butions and have contributed over $8 million to the 
actuarial position of the Fund without considering 
interest earned on these funds. The actual expenses 
have ranged from 51% to a high of 68%. In actual 
practice, the Board aims for pension program expenses 
to be about 60% of the guideline amount, similar to the 
investment program expenses when related to that 
guideline. 


Details of actual administrative expenses are shown 
in the audited financial statements forming part of this 
report. 


ACTUARIAL VALUATION 


The following table summarizes the results of the 
actuarial valuation of the Fund as at January 1, 1981 
and January 1, 1982: 


Valuation Results 
As At January 1 


1982 1981 


($ Thousands) 


ACTUARIAL LIABILITIES: 


Present Value of: 


Pensions under Payment $ 462,263 $ 354,339 


Vested Deferred Benefits 15,509 13,997 
Benefits for Present Contributors 
and their Survivors 1,994,651 1,530,230 


$2,472,423 $1,898,566 


ASSETS: 
Fund Assets at January 1 $2,640,372 $2,146,314 
ACTUARIAL SURPLUS $ 167,949 $ 247,748 


The above results are based on current assumptions 
which include an estimate that salaries will increase 
8% each year in the future, the fund will earn 8% on 
investments in the future and the YMPE under the 
Canada Pension Plan will increase 124%% until 1985 
and 6% each year thereafter. The 1982 results include 
a change from the assumptions used in 1981 in that 
interest after retirement or termination is assumed to 
be 7% rather than the 8% used in 1981. This allows 
the Board to base annual pension and deferred pen- 
sion increases on the “excess interest’ principle 
using 7% as the base interest rate and allowing in- 
creases each year to be the difference between 7% 
and the Fund’s earnings rate. The assumption change 
is the main reason the surplus position on January 1, 
1982 was less than the surplus position on January 1, 
1981. 


The above valuations are based on an actuarial me- 
thod called the “unit credit cost” method which is the 
minimum funding requirement under the Pension Bene- 
fits Act. The liabilities have been determined by calcu- 
lating the present value of pensions under payment and 
vested deferred pensions and the present value of the 
pensions of present contributors based on credited 
service to the date of the valuation and earnings pro- 
jected to the normal retirement age of the member. 


Based on the above results the basic OMERS fund 
is “fully funded” in that sufficient funds are on hand to 
provide for all current liabilities. In fact, the Fund was 
over-funded 13% as at January 1, 1981 and 7% as at 
January 1, 1982. 


As noted earlier in this report, the early retirement 
pension benefits have been improved as of January 1, 
1983. If the additional liabilities for these improve- 
ments had been included in the above valuation results 
as at January 1, 1982, the actuarial surplus of 
$167,949,000 would have been reduced to approxi- 
mately $20,000,000. Thus, the introduction of these 
improved early retirement benefits plus the intro- 
duction of regular pension increases using the excess 
interest principle has been achieved without affecting 
the financial soundness of the System which still 
remains fully funded. 


MANAGED PLANS 


The Board manages and administers, separately 
from OMERS, the pension plans of the following 
organizations: 


Ryerson Polytechnical Institute 

Colleges of Applied Arts and Technology 
Caucus Employees of the Legislature 
Guarantee Fund for certain utility employees 


These plans are operated under separate agreements 
with the Board and all member records, books of 
account, financial reporting, bank accounts and other 
records are kept for each of the plans. The Board 
receives a management fee each year for this adminis- 
tration so there is no charge against the operation of 
OMERS. 


THE BOARD AND ITS ADVISORS 


There was no change to the composition of the 
Board in 1982 with three members — Messrs. Bernardi, 
Bevan and Dobbin — being re-appointed to the Board. 
Mr. Roberts continued as Chairman of the Board 
during 1982 and Mr. Boyce continued as Vice- 
Chairman. On November 30, 1982, Mrs. Betty Stewart 
resigned from the Board and was replaced by Mr. Ted 
Matthews, Reeve of Sidney Township, in January 
1983. 


Messrs. Roberts, Bernardi and Schaefer served on 
the Investment Policy Committee of the Board to- 
gether with the four investment specialists appointed 
by the Board and two senior members of the staff. 


Mr. R.A. Field of The Wyatt Company continued as 
the actuary to the Board during 1982 and during the 
year undertook special costings for the proposed 
benefit changes as well as two valuations of the Fund 
as at January 1, 1981 and 1982. Mr. Purdy Crawford 
of Osler, Hoskin and Harcourt continued to provide 
legal services to the Board and again in 1982 these 
increased due to additional work in the investment 
area. Dr.R. G. MacKenzie, the Board’s medical advisor 
since 1963, examined all claims submitted for dis- 
ability benfits. The firm of Coopers & Lybrand con- 
tinued as auditors of the Fund for 1982. 


The authorized staff complement for 1982 was 103 
positions, with 33 working directly in the investment 
program, 65 in the pension administration area and 5 
in the management and policy development area. 


The day to day administration of OMERS is carried 
out by the many employees of the 1,042 participating 


=e 


employers that participate in the System. During 1982 
the Board issued an Employer Manual to assist this 
important group of people whose effort and con- 
tribution allow OMERS to operate effectively on 
behalf of the members of the plan. 


CONCLUSION 


1982 has been an important year for the members 
and pensioners of OMERS. Because of the strong 
financial position of the Fund, it has been possible to 
introduce a method of regularly increasing pensions 
under payment and to introduce improved early retire- 
ment pensions. These changes, together with the major 
change in 1978 when the pension formula was changed 
to a final average earnings basis, have now brought 
the pension benefits of OMERS on an equal basis with 
the pension benefits of other public sector pension 
plans in Ontario. 


While there is still no word on future changes proposed 
in the many studies in Canada related to reforming the 
pension system, the Board is confident that whatever 
is proposed in the next few years OMERS will be ina 
satisfactory position to implement the changes without 
seriously affecting the sound financial position of the 
System. 


The year 1982 marks the completion of twenty years 
of operation for OMERS. The Board takes pride in the 
fact that OMERS has achieved its original objective of 
providing adequate pension benefits to employees of 
municipalities and local boards in Ontario at reasonable 
and stable costs. The Fund has enjoyed a sound and 
stable financial position during the last 20 years and at 
the same time improved benefits have been introduced. 
The plan is now one of the largest in Canada and in 
1983 the capital market security portion of the portfolio 
will rival the largest pool of pension fund capital in 
Canada. 


The challenge facing the Board is to continue to 
manage and administer the System ina sound financial 
manner so that future changes and improvements can 
be achieved within current contribution levels. The 
members of the Board are both honoured and privileged 
to have the opportunity to operate OMERS on behalf 
of the thousands of municipal employees who are 
contributing to the System or who are receiving a 
pension each month from OMERS. 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Balance Sheet 
as at December 31, 1982 


Assets 

Investments (note 2) 
Contributions receivable 
Accounts receivable 
Accrued income 


Cash 


Reserves and Liabilities 
Reserves for: 

basic benefits (note 3) 

prior service benefits (note 4) 


supplementary benefits (note 4) 


Deposits from administered pension 
funds (note 5) 


Accounts payable and accruals 


Pension benefits payable 


Signed on behalf of the Board 


Member 


Member 
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1982 


$3,733,528,622 
34,479,341 
440,233 
38,006,465 


4,903 


$3,806,459,564 


$3,191,719,579 


4,361,485 


190,303,976 


$3,386,385,040 


$ 413,159,738 
6,874,219 


40,567 


$3,806,459,564 


1981 


$3,069,789,424 
31,515,892 
414,209 


25,361,885 


562,425 


$3,127,643,835 


$2,604,124,711 


4,713,573 


176,538,630 


$2,785,376,914 


$ 340,058,824 
2,172,792 


35,305 


$3,127,643,835 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Statement of the Reserves 
for the year ended December 31, 1982 


Basic 
Benefits 
Reserve 


Balance, beginning of the year $2,604,124,711 


Increases in Reserves 
Contributions of: 


e Members 167,004,256 
e Employers 169,364,564 
__ 336,368,820 
Income earned from investments 337,946,197 
Administrative expenditures recovered from: 
e Supplementary benefits reserve 414,095 
e Administered pension funds (note 5) 418,071 
832,166 
Transfer to basic benefits reserve from: 
e Prior service benefits reserve 527,710 
e Supplementary benefits reserve 45,109,873 
___ 45,637,583 
Transfer to supplementary benefits reserve from: 
e Prior service benefits reserve 
720,784,766 
Decreases in Reserves 
Members’ pensions 55,304,642 
Members’ contributions plus interest refunded 16,063,643 
Transfer to other pension plans 1,618,725 
Income credited to administered 
pension funds (note 5) 39,341,044 
Closing supplementary agreements 16,500,000 


Transfer to basic benefits reserve for: 
e Pension present value 
e Members’ contributions plus interest refunded 
° Transfer to other pension plans 
e Purchase waiting period 
e Purchase broken service 
¢ Purchaseadditional pension(Sec. 20) 
e Closing supplementary agreements 


e« Administrative expenditures 


Transfer to supplementary benefits reserve for: 
¢ Closing prior service agreements 


Administrative expenditures 


* Pensions 2,720,784 
e Investments 1,641,060 
133,189,898 


Balance, end of the year $3,191,719,579 


Prior 
Service 
Benefits 
Reserve 


Supple- 
mentary 
Benefits 
Reserve 


Total 


1981 


eo ee See 


$4,713,573 $176,538,630 $2,785,376,914 $2,276,707,780 


31,830 


31,830 


225,202 


257,032 


507,971 
16,045 
3,694 


SA alo 


81,410 


3,913,824 
37,589,877 


41,503,701 
17,704,203 


81,410 


59,289,314 


28,361,710 
16,658,614 
1,260 
74,501 
7,199 
6,589 


45,109,873 


414,095 


170,918,080 
206,986,271 


377,904,351 
355,875,602 


414,095 
418,071 


832,166 


527,710 


45,109,873 
45,637,583 


81,410 
780,331,112 


55,304,642 
16,063,643 
1,618,725 


39,341,044 
16,500,000 


28,869,681 
16,674,659 
4,954 
74,501 
A999 
6,589 


414,095 


81,410 


2,720,784 


147,365,399 
179,294,614 


a ee ee ee Ee 


326,660,013 


De eee eS 


284,478,967 


es eee 


375,096 
389,763 


764,859 


476,946 


28,004,633 
28,481,579 


Sylit'8 
640,390,536 


ee 


45,127,586 
21,675,832 
1,105,569 
31,478,573 
28,141,754 
209,054 


7,588 
1,420 


121,763 


375,096 


5,118 


2,398,710 
1,073,339 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 


Schedule of Administrative Expenditures 
for the year ended December 31, 1982 


Personal Services including Employee Benefits 


Salaries of regular staff 
Salaries of casual staff 
Pensions 

Unemployment insurance 
Workmen's compensation 
Hospital and medical insurance 
Term-life insurance 

Long-term disability insurance 


Transportation and Communication 


Travel expenses, including overtime meal allowances 


Telephone 
Postage and express 


Purchases of Service 


Actuarial services 

Audit services 

Medical services 

Legal services 

Other professional services 
Recruitment and training of employees 
Rental of offices 

Computer processing 

Maintenance and repair of equipment 
Electricity 

Insurance 

Board's services 

Research and information 


Materials and Supplies 


Furniture and equipment purchases 
Supplies and stationery 

Publications for members and employers 
Alterations to offices 


Total Expenditures 


Distribution 


¢ Pensions 
¢ Investments 


a4e< 


peIoe 2a 


$2,252,082 
59,629 
165,342 
29,285 
3,660 
79,796 
15,401 
15,137 
$2,620,332 


$ 86,816 
111,499 
85,602 

$ 283,917 


$ 139,545 
44,875 
13,775 
94,590 
37,518 
33,522 

368,743 
208,342 
10,294 
12,411 
3,440 
105,710 
99,718 


$1,128,483 


$ 57,153 
110,956 
127,750 

33,248 

$ 329,112 

$4,361,844 


$2,720,784 
1,641,060 
$4,361,844 


1981 


$1,762,195 
47,454 
130,343 
25,991 
2,013 
65,137 
13,020 
13,183 
$2,059,836 


$ 59,486 
89,312 
54,721 

$203,519 


$ 89,100 
27,014 
20,440 
68,052 
46,537 
26,576 

332,700 
200,810 
7,183 
10,635 
3,183 
94,094 
45,843 


$972,167 


$ 50,244 
103,123 
55,210 
27,950 


$236,527 
$3,472,049 


$2,398,710 
1,073,339 
$3,472,049 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 


Notes to the Financial Statements 


for the year ended December 31, 1982 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Investments 


Investments are recorded in the accounts at cost. Gains or losses on their disposal are credited or charged 
to income. Income from investments is recorded on the accrual basis. 


Contributions 


Member and employer contributions received subsequent to the year-end, but which are applicable to the 
current year, are recorded as receivables. 


Benefits 


Payments for benefits are recorded in the year in which such payments are made. 


INVESTMENTS 


The following is a description of the investments: 
(a) Province of Ontario debentures issued under section 8(4) of the Ontario Municipal Employees Re- 


tirement System Act. 


Date of Maturity 


December 31, 1993 
December 31, 1994 
December 31, 1995 
December 31, 1996 
December 31, 1997 
December 31, 1998 
December 31, 1999 
December 31, 2000 
December 31, 2001 
December 31, 2002 
December 31, 2003 
December 31, 2006 


Weighted Average 
Interest Rate 


8.06% 
9.50% 
9.70% 
6.00% 
6.30% 
7.21% 
8.19% 
9.10% 
7.85% 
9.50% 
9.45% 
9.77% 


$ 


Cost 


129,500,000 
148,825,000 
182,250,000 
20,100,000 
24,900,000 
33,100,000 
46,700,000 
57,600,000 
75,000,000 
265,800,000 
187,950,000 


121,300,000 
$1,293,025,000 


The weighted average interest rate on the total investment in Ontario debentures is 9.07%. 
Market value for the Ontario debentures has not been determined as these debentures have no quoted 
market value. The values stated remain unchanged from those reported at December 31, 1981. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 
for the year ended December 31, 1982 


INVESTMENTS (continued) 


(b) Investments commencing September 30, 1975 under section 8(6) of the Ontario Municipal Employees 
Retirement System Act which are subject to the limitations of the regulations of the Pension Benefits Act. 


1982 1981 
Market Value Cost Market Value Cost 
Short Term Deposits 312,094,979 312,094,979 $ 340,246,134 340,246 134 
Bonds and Debentures 666,262,301 668,020,130 404,959,349 497,435,437 
Mortgages 581,144,512 618,008,219 382,673,309 483,134,007 
Equities 856,101,872 VALS CTE ONS 413,897,909 370,356,472 
Venture Capital 25,136,580 25,136,580 19,338,575 19,338,575 
Real Estate 112:623;576 101,516,402 80,342,322 66,253,799 


$2,553,363,820  $2,440,503,623  $1,641,457,598  $1,776,764,424 


Market value is quoted value for bonds, debentures and equities. 

Market value for mortgages is computed based on market yields. 

Market value for real estate is appraised value as provided by our property managers. 
Market value for venture capital has been assumed to equal the cost due to the special nature of 
the investment. 

$3,733,528,623 


(c) Total investments at cost $3,069,789,424 


BASIC BENEFITS RESERVE 


The basic benefits reserve is maintained for the payment of pensions to retired members or their bene- 
ficiaries and the future payment of pensions and benefits to contributing members and to terminated 
members who have elected a deferred pension. 


The latest actuarial valuation of the Fund dated January 1, 1982 determined the total actuarial liabilities 
of the Fund for basic benefits to be $2,472,423,000 using the unit credit cost method. The adjusted book 
value of accumulated assets at that date was $2,640,372,000 resulting in an actuarial surplus of $167 ,949,000. 


The actuarial liabilities of the Fund as at January 1, 1982 reflect an increase of $162,200,00 resulting 
from a change in the interest rate assumption applicable to the period following active service of a member 
from 8% to 7%. This change was approved by the Board. 


The results of the valuation projected to December 31, 1982, indicate that the existing levels of member 


and employer contributions are sufficient to meet the cost of benefits earned from January 1, 1982 to 
December 31, 1982. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 
for the year ended December 31, 1982 


PRIOR SERVICE AND SUPPLEMENTARY BENEFITS RESERVES 


Under the terms of the Ontario Municipal Employees Retirement System Act various participating employers 
have entered into agreements with the Board for the provision of prior service and/or supplementary benefits. 
The prior service and supplementary reserves represent the net assets available for payment of benefits 
under the agreements. Each employer is responsible, individually, for the funding of such benefits. 


ADMINISTERED PENSION FUNDS 


The administered pension funds (which form part of the Fund and which are administered on behalf of the 
Ontario Council of Regents for Colleges of Applied Arts and Technology, the Ryerson Polytechnical Institute, 
the members of the Legislative Assembly as represented by the Board of Internal Economy [The Caucus 
Employees Retirement Fund] and the Minister of Energy for the Province of Ontario [The Ontario Hydro 
Guarantee Fund]) are credited with amounts which are equal to the income earned by the Fund from the 
investment of the monies deposited in the Fund by the administered pension funds. The Ontario Municipal 
Employees Retirement Board is authorized under the terms of the various management agreements to 
recover its expenses for administering the aforementioned plans. 


COMMITMENTS 

Total investment commitments outstanding at December 31, 1982 amounted to approximately $204,000,000 
of which $123,000,000 relates to mortgages, $8,000,000 to bonds, $54,000,000 to real estate, $8,000,000 
to term lending and the remaining $11,000,000 to venture capital. 


The administration of the Fund is conducted on leased premises and the Fund has entered into a lease 
agreement which involves a minimum annual base rental of $283,000 to January 31, 1986. 
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AUDITORS' REPORT TO THE 
ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


We have examined the balance sheet of the Ontario Municipal Employees 
Retirement Fund as at December 31, 1982 and the statement of the reserves 
for the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Fund as at December 31, 1982 and the results of its 
operations for the year then ended in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the 
preceding year. 
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PENSION PLANS ACTUARIES & CONSULTANTS HALIFAX MONTREAL 
EMPLOYEE BENEFITS OTTAWA TORONTO 
141 AD AIDE STREET W. 
INTERNATIONAL BENEFITS ale CALGARY VANCOUVER 
SUITE 606 
RISK MANAGEMENT AND 


TORONTO, ONTARIO MSH 3LS 
COMPENSATION PROGRAMS PRINCIPAL CITIES 


EMPLOYEE COMMUNICATIONS (416) 862-0393 AROUND THE WORLD 


Actuarial Certificate at December 31, 1982 


Ontario Municipal Employees Retirement Fund 


The most recent actuarial valuation of the above Plan was conducted at January 1, 1982 
using the unit credit cost method. 


The results of the valuation disclosed total actuarial liabilities of $2,472.423 million in 
respect of benefits accrued for service to January 1, 1982. The adjusted book value of 
accumulated assets at that date was $2,640.372 million indicating an actuarial surplus 
of $167.949 million. 


The results of the valuation at January 1, 1982 also indicated that the existing levels of 
employee and employer contributions are sufficient to meet the cost of benefits to be 
earned each calendar year until the next actuarial valuation is made. 

We are of the opinion, therefore, that the assets of the Fund at December 31, 1982 are 
sufficient to meet all the liabilities of the Plan in respect of services rendered by 
members up to that date. 


Respectfully submitted 


THE WYATT COMPANY 


March 10, 1983 R. Alvin Field, F.S.A. 
Fellow, Canadian Institute of Actuaries 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 
5 Year Review of Financial Data — 1978 to 1982 


($ Thousands) 


*Investments at Cost 
Provincial Debentures 
Marketable Securities 


*Reserve for Basic Benefits 
Funds Held for: 
Prior Service 
Agreement Reserve 
Supplementary Benefit 
Agreement Reserve 
Managed Plans 


Investment Income Earned 
Basic Plan 
Prior Service Agreements 
Supplementary Benefit Agreements 
Managed Plans 


Contributions Received for: 
Basic Plan 
Prior Service Agreements 
Supplementary Benefit Agreements 


Payments to Members 
Pensions Paid 
Contributions and 

Interest Refunded 
Transfers to Other Plans 


Administrative Expenditures 
and Recoveries 
Pension Program 
Gross 
Fee Recoveries 
Net 
Investment Program 


Average Yield on Investments 
Provincial Debentures 
Marketable Securities 
Total Portfolio 


Pension Program Net Expenditure 
as a % of Basic Plan Contributions 


Unaudited figures 


1982 


$1,293,025 


2,440,504 
$3,733,529 


$3,191,720 


4,361 


190,304 


413,160 
$3,799,545 


$298,605 
225 
17,704 


39,341 
$355,875 


$336,368 
32 


41,504 
_ $377,904 


$ 55,304 
16,064 


1,619 
$ 72,987 


$ 2,721 
832 


$ 1,889 


1,641 


$3,530 


9.07% 
12.13% 
10.91% 


0.56% 


1981 


$1,293,025 


1,776,764 
$3,069,789 


$2,604,125 


4,714 


176,539 


340,059 
$3,125,437 


$238,447 
235 
14,318 
31,479 


$284,479 


$289,121 
32 
37,507 


$326,660 


$ 45,128 
21,676 


1,106 
$ 67,910 


*the amount shown for each year as at December 31 is cumulative 


=e 


1980 


$1,293,025 


1,215,409 
$2,508,434 


$2,118,691 


4,929 


153,088 


276,819 
$2,553,527 


$177,907 
246 
12,703 


23,930 
$214,786 


$253,571 
32 


29,768 
_ $283,371 


$ 35,480 
17,822 


1,050 
$ 54,352 


1979 


$1,293,025 


758,997 
$2,052,022 


$1,718,763 


5,040 


135,544 


226,768 
$2,086,115 


$137,381 


_ $168,291 


$226,440 


$ 28,303 


27,142 
653 


$ 56,098 


1978 


$1,293,025 


328,598 
$1,621,623 


$1,377,027 


7,987 


129,017 


182,805 
$1,696,836 


$108,423 
410 
10,997 


15,007 
_ $134,837 


$206,470 
32 


25,993 
$232,095 


$ 21,649 


191515 
566 


$ 41,730 


$ 1,564 
526 


$ 1,038 


364 


_$ 1,402 


9.07% 
10.47% 
9.25% 


0.50% 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 
5 Year Review of Selected Data — 1978 to 1982 


*Employers 
Municipalities 
School Boards 
Other Local Boards 


*Members Contributing, Employed by 
Municipalities 
School Boards 
Other Local Boards 


*Members Contributing 
Female 
Male 


*Normal Retirement Age 65 
*Normal Retirement Age 60 


*Terminated Members Who Have 
Elected a Deferred Pension 


*Number of Pensioners by Type 
of Pension 
Normal Retirement 
Early Retirement 
Disability Retirement 
Spouses and Children 


*Total Membership Comprising 
Contributing Members, Deferred 
Pensions and Pensioners 

Number of Members 
Enrolled Each Year 

Number of Members 
Terminated Each Year 


Net Increase in Membership 


Unaudited figures 


*Cumulative totals at year end 


1982 


491 
129 
422 


1,042 


64,510 
32,027 
29,584 
126,121 


46,924 
TO AT 


126,121 
108,855 

17,266 
126,121 


3,710 


13,442 
3,341 
1,473 
5,031 

23,287 


153,118 


11,764 


8,680 
3,084 


1981 


489 
126 
422 


1,037 


63,280 
30,828 
28,929 


123,037 


44,827 
78,210 


123,037 


106,314 
16,723 


123,037 
3,326 
12,540 
2,886 
1,379 
4,505 
21,310 
147,673 


14,475 


11,169 
3,306 


299— 


1980 


487 
122 
418 


1,027 


61,875 
30,033 
27,823 
119,731 


42,743 
76,988 


119,731 
103,420 

16,311 
119,731 


3,551 


11,558 
2,451 
1,232 
4,029 


19,270 
142,552 


13,914 


11,669 
2,245 


1979 


473 
123 
419 


1,015 


60,757 
29,619 
27,110 
117,486 


41,224 
76,262 


117,486 
101,872 

15,614 
117,486 


3,320 


10,550 
1,986 
1,078 
3,631 

17,245 


138,051 


13,168 


Wik Ze 
1,871 


1978 


465 
123 
405 


993 


59,691 
29,428 
26,496 
115,615 


40,119 
75,496 


115,615 
100,377 

15,238 
115,615 


3,464 


9,415 
1,560 
870 
3,152 
14,997 


134,076 


19,023 


9,438 
9,585 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


Summary of Historical Highlights 


1962 — An Act establishing the Ontario Municipal 
Employees Retirement System was given Royal Assent 
on April 18th. 

1963 — The first members of the System were enrolled 
on January 1st and the first contributions received 
one month later. 

1965 — Amendments were made for the “‘locking-in” 
of contributions as required under the Pension Benefits 
Act. 

After July 1, 1965 all persons engaged by a municipality 
or local board must participate in OMERS to receive 
pension benefits. 

Provision was made for OMERS to manage and 
administer other pension plans. 

1966 — The contributions and benefits were integrated 
with the contributions and benefits of the Canada 
Pension Plan. 


Employees of electric utilities became members of 
OMERS for the first time. 


1967 — The supplementary benefit program was 
introduced. 

1968 — The eleven member Board was appointed by 
the Lieutenant Governor in Council on January 1. 
The interest rate on the special Provincial debentures 
issued to OMERS at each year end was increased 
from 5% to 6%%. 

The benefit formula was increased 10% from 2% of 
career earnings to 2.2% of career earnings. 

1969 — A disabled widower was extended the same 
benefits as a widow on the death of a member. 


1970 — The interest rate on the special Provincial 
debentures issued to the Board at each year end was 
changed from 6%% to the average borrowing costs of 
the Province during a year. 


All basic pension benefits earned or payable on 
December 31, 1970 were increased by 10%. 


1971 — All basic pension benefits earned or payable 
at December 31, 1971 were increased by 5%. 


In addition to the 50% widows’ and disabled widowers’ 
pensions payable on the death of a member, a further 
pension of 10% for each child of the deceased member 
to a maximum of 25% was introduced. 


1972 — Councillors became eligible for membership 
in the System. 

All basic pension benefits earned or payable on 
December 31, 1972 were increased by 5%. 


eo = 


1973 — An employer could improve the pensions being 
paid to retired employees through the System. 


Rates of interest on special Provincial debentures issued 
to the Board during the years 1963 to 1969 were 
retroactively adjusted. 


All basic pension benefits earned or payable at 
December 31, 1973 were increased by 5%. 


1974 — Aportion of available funds could be invested 
in marketable securities under the provisions of the 
Pension Benefits Act commencing in 1975. 


1975 — All basic pension benefits earned by active 
and deferred members as at December 31, 1975 were 
increased by 10%. 


All pensions being paid to retired members on 
December 31, 1975 were increased by 10%. 


A widower of a member became entitled to the same 
50% pension as a widow on the death of a member. 


Board authorized to invest a portion of funds in capital 
market securities. 


1976 — Optional service, being service with another 
governmental employer or war service, was added to 
the supplementary benefit program. 


1978 — Pension formula changed from 2.2% career 
average earnings basis to a 2% final average earnings 
basis. 


All pensions being paid to retired members on 
December 31, 1977 were increased by 3% from March 
1, 1978. 


1979 — All available funds invested in capital market 
securities. 


1980 — All pensions being paid to retired members on 
January 1, 1979 were increased by 4% from January 1, 
1981. 


1981 — Spousal benefits no longer cease on remarriage 
and the reduction in the spouse pension when the 
spouse is more than 10 years younger than spouse 
was eliminated. 


1982 All pensions being paid to retired members on 
December 1, 1981 were increased 4% from July 1, 1982. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


Summary of Benefits 


as at January 1, 1983 


Basic Benefits 


Normal retirement at age 65 — except policemen and 
firemen who may retire at age 60. 


The annual normal retirement pension payable to a member 
is 2% of pensionable earnings multiplied by years of credited 
service, reduced when the member becomes entitled to a 
pension under the Canada Pension Plan. In this formula: 


“pensionable earnings” means the annual average of the 
60 highest consecutive months of earnings; 


“credited service” means service when contributions have 
been made, transferred in service and past service under a 
full Type 1 supplementary benefit; 


“CPP reduction” means 0.7% of the annual average of the 
Year's Maximum Pensionable Earnings under the CPP in the 
year of retirement and the two preceding years times credited 
service since January 1, 1966. 


A total disability retirement benefit for a disability that, in 
the first two years, renders a member incapable of performing 
the duties of his or her position and thereafter of any 
substantially gainful employment. The totally disabled member 
may continue to accrue credited service without contribution 
until normal retirement age or may elect a disability pension. 


A pension for life to a widow or widower of one-half the 
member's pension plus 10% for each child under 21 years of 
age to a maximum of 25% and, where there is no widow or 
widower, a pension of one-half the member's pension to the 
child or children of the member under 21 years of age. 


A deferred pension, payable at normal retirement age, ifa 
member ceases to be employed before his normal retirement 
date. The pension benefits earned by a member under the 
System vest immediately in the member. 


An early retirement pension, commencing within the 10 
year period before normal retirement age payable without 
reduction if the age and service of the member totals 90 or 
more or reduced 5% per year. 


A refund of the contributions of a member plus interest if 
the member terminates his employment, except if at termination 
the member has 10 years of continuous service with the 
employer and is over 45 years of age, then his contributions 
made after January 1, 1965 may not be refunded. 


Portability of the credited service if a member transfers 
employment from one participating employer to another or 
to other governmental pension plans under special reciprocal 
transfer agreements. 


Supplementary Benefits (provided by an agreement between 
a participating employer and OMERS) 


Full Type 1 — Final Average Earnings, Past Service Pension 


The full Type 1 provides for the service of amember before 
the member’s employer participated in OMERS (past service) 
to become credited service in the basic plan and be fully 
portable within the System. Any pension earned under a 
previous pension plan for the same period of past service 
is deducted from the pension from OMERS. 


Partial Type 1 — Final Average Earnings, Past Service Pension 


The partial Type 1 provides a portion of a benefit based on 
2% of final average earnings and service before the member's 
employer participated in OMERS (past service). Any pension 
earned under a previous pension plan for the same period 
of past service is deducted from the pension from OMERS. 


Type 2 — Current Average Earnings, Past Service Pension 


As of January 1, 1983 this type of supplementary benefit 
is no longer available although all existing agreements at 
the end of 1982 will continue to operate and member pension 
amounts are protected. 


Type 3 — Unreduced Early Retirement Pension for Members 
with a Normal Retirement Age of 60 Years 


The Type 3 benefit provides for payment of an unreduced 
pension if a member retires within 10 years of normal re- 
tirement date under the following conditions: 


(a) completion of 30 or more years of service with the em- 
ployer, or 


(b) due to permanent partial disability as determined by the 
employer. 


Type 3 — Unreduced Early Retirement Pension for Members 
with a Normal Retirement Age of 65 Years 


The Type 3 benefit provides for payment of an unreduced 
pension only if a member retires within 10 years of normal 
retirement date due to permanent partial disability as de- 
termined by the employer. 


Optional Service — The service of amember with another 
governmental employer or war service may be added to a 
Type 1 or Type 2 benefit and the member must contribute on 
a formula basis to be entitled to this service. This service 
becomes additional past service of the member. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Summary of Marketable Securities 
as at December 31, 1982 


($ Thousands) 


Short Term 
Bonds 
Government — Canada 
— Provincial 
— Municipal 
Corporate 
Term Loans 
Total Bonds 
Mortgages 
Residential 
— Single Family 
— Condominium 
— Rental 
Commercial 


— Shopping Centres 
— Office Buildings 
— Hotel 

— Retail 


Total Mortgages 


Equities 
Canada — Individual Stocks 
— Metals and Minerals 
— Oil and Gas 
— Paper and Forest Products 
— Consumer Products 
— Industrial Products 
— Transportation 
— Pipelines 
— Utilities 
— Communications and Media 
— Merchandising 
— Financial Services 
— Management Companies 
Canada — Mutual Funds 


Total Canadian Equities 


Amortized 
Book 


Value 


$312,095 


$180,702 
231,942 
26,086 
183,790 
45,500 


$668,020 


$ 17,381 
4,347 
462,783 


54,213 
62,121 
14,787 
2,376 
$618,008 


$ 51,333 
58,854 
16,783 
40,392 
48,347 

7,496 
18,656 
39,895 
17,331 

3,990 
94,263 
19,444 
13,339 

$430,123 


Percentage 


of 


Portfolio 


12.8% 


7.4% 
95 
ilen 
7.5 
1.9 


2.1% 
2.4 
0.7 
ile 
2.0 
0.3 
0.8 
1.6 
0.7 
0.2 
3.8 
0.8 
0.5 


17.6% 


Yield on 
Book 


Value 


10.56% 


11.73% 
12.46 
10.93 
14.48 
16.97 


13.07% 


14.86% 
13.06 
12.74 


12.38 
12.68 
15.95 
10.82 


12.84% 


3.40% 
2.80 
0.62 
5.70 
5.66 
3.82 
4.48 
Uo Ul 
3.27 
3.40 
8.27 
4.65 
FSIS, 


5.24% 


Schedule 5 


Estimated 
Market 
Value* 


$312,095 


$182,627 
228,962 
22,670 
186,503 
45,500 


$666,262 


$ 17,495 
4,334 
434,623 


49,317 
57,989 
15,289 
2,097 
$581,144 


$ 56,695 
59,437 
20,287 
58,431 
57,558 

7,336 
18,402 
50,673 
18,019 

4,188 

118,854 
20,344 
18,915 
$509,139 


Schedule 5 
(cont’d.) 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Summary of Marketable Securities as at December 31, 1982 


($ Thousands) 
Amortized 
Book 
Value 
Equities (continued) 
Non-Canadian (Canadian $) 
United States 
— Individual Stocks 
— Machinery $ 4,232 
— Metals and Minerals 3,324 
— Diversified 14,850 
— Office Equipment 11,583 
— Oil — International 12,747 
— Domestic 7,076 
— Oil Well Equipment 9,119 
— Drugs 11,180 
— Electric Appliances 3,993 
— Auto Parts 3,746 
— Cosmetics 8,343 
— Food 9,869 
— Photography 9,322 
— Retailing 2,488 
— Tobacco 4,690 
— Airlines 2,452 
— Financial 8,084 
— Utilities and Power 11,849 
— Mutual Funds 105,386 
Pacific — Mutual Funds 4,546 
— Managed Fund 22,902 
Europe — Managed Fund 5,005 
World — Mutual 8,818 
Total Non-Canadian Equities $ 285,604 
Total Equities 8 MIO 
Real Estate SeelOdr Slit 
Venture Capital Ge sake 
Total $2,440,504 


*Estimated Market Values 


Bonds: 
Mortgages: 
Equities: 
Real Estate: 


Venture Capital: 


Quoted values 

Computed on current market yields 
Quoted values 

Appraised values 

Cost 


= Ae 


Percentage 
of 


_Portfolio_ 


Estimated 
Market 
Value* 


$ 4,239 
4,087 
19,501 
15,099 
11,346 
6,946 
7,891 
15,305 
3,871 
4,943 
13,007 
13,996 
13,043 
8,695 
7,270 
4,225 
9,891 
14,266 
119,792 
6,325 
25,821 
3,797 


13,607 
$ 346,963 


$ 856,102 
$112,624 
$925,137 


$2,553,364 
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Re ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


2 BLOOR STREET WEST (27TH FLOOR). TORONTO, ONTARIO M4W 3E2 (416) 926-2400 


April 30, 1984 


The Honourable Larry Grossman 

Treasurer of Ontario and 
Minister of Economics 

Frost Building South 

Queen's Park 

Toronto, Ontario 

M/A 1Y7 


Dear Mr. Grossman: 


I am pleased to present to you the Annual Report of the Ontario 
Municipal Employees Retirement Board for the year ended December 31, 1983 in 
accordance with subsection 4(8) of the Ontario Municipal Employees 
Retirement System Act. 


There are 1,046 employers participating in OMERS, comprising 490 
municipalities, 133 school boards and 423 other local boards of 
municipalities. At year end, there were 127,849 employees contributing to 
the System and 25,613 retired members or their beneficiaries receiving 
monthly pensions. The invested assets of the Fund, at book value, amounted 
to $4,369,000,000 at year end with $1,293,000,000 invested in special 
debentures of the Province of Ontario and the balance of $3,076,000,000 
invested in capital market securities with a market value of $3,429,000,000. 


The latest actuarial valuation of the Fund as at January 1, 1983 
indicates an actuarial surplus of $9,803,000 and the Fund continues to be in 
a fully funded position with current member and employer contribution rates 
being sufficient to fund the accumulation of pension benefits of members in 
the foreseeable future. 


The responsibility for the management and administration of one of the 
largest pension plans in Canada on behalf of the employees of local 
governmnents in Ontario is a challenging and rewarding experience for the 
members of the Board. 


The accompanying report is respectfully submitted to you. 


Yours truly, 


7 TU Sas 


Grant E. Boyce 
Chairman of the Board 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 
1983 Annual Report 


INTRODUCTION 


The Ontario Municipal Employees Retirement Board 
is responsible for the management and administration 
of the System. These responsibilities include the 
establishment of employer rates of contribution, organ- 
ization and staffing, the receipt and investment of 
funds, the calculation and payment of benefits, the 
employer administration function, the enrolment of 
members, the maintenance of individual member 
records, communication with members and employers 
and financial reporting including the actuarial valuation 
of the Fund. 


The Board also undertakes research and studies in 
benefit development and other current pension mat- 
ters and makes recommendations to the Treasurer of 
Ontario for changes to the OMERS Act and regulations. 


The Board is comprised of eleven members who are 
appointed by the Lieutenant Governor in Council to 
three year terms with about one-third of the member- 
ship completing their term each year. As of December 
31, 1983, the eleven member Board is comprised of 
eight employees of local government, two elected 
Officials of local government and one Provincial official. 


The OMERS pension program divides into two main 
parts which are described in detail on schedule 4: 


(i) the basic OMERS plan under which each partici- 
pating employer and each member contributes at 
uniform rates and each member receives a pension 
benefit based on the same formula; 


(ii) the supplementary benefit program which estab- 
lishes pension benefits for the service of a member 
prior to participation in the basic OMERS plan, optional 
service entitlements and special early retirement bene- 
fits for members with a normal retirement of 60 years 
of age. These benefits are provided by individual 
employers for all or groups of employees under an 
agreement with the Board. 


The Board is also authorized to manage and admini- 
ster other governmental pension plans separate and 
distinct from OMERS. Under separate agreements, 
the Board manages the pension plans of Ryerson 
Polytechnical Institute, the Colleges of Applied Arts 


and Technology, the Caucus Employees of the Legis- 
lature and a special plan providing pension guarantees 
related to the restructuring of local electric utilities. 


MAJOR ACTIVITES — 1983 


There were no changes to the Ontario Municipal 
Employees Retirement System Act during 1983 but 
there were a number of amendments made to the 
regulations under the Act. 


The regulation changes occurred in January, 1983 
and were discussed in detail in the 1982 Annual Report. 
They are briefly summarized as follows: 


an unreduced early retirement pension is avail- 
able when the age plus the service of a member 
totals a factor of 90 or more 


an early retirement pension is reduced 5% for 
each year prior to the normal retirement age of a 
member where the 90 factor does not apply, aless 
severe reduction than required previously 


all prior service agreements were terminated and 
folded into supplementary benefit agreements 
(see schedule 4 for a description of supplementary 
benefits) 


all Type 1 supplementary agreements were valued 
to determine a “one-time” cost and the past service 
of the members became credited service in 
OMERS and portable within the System 


member fixed pensions under Type 2 supple- 
mentary agreements are now increased each year 
at the same rate of increase applied to pensions 
under payment and no further Type 2 agreements 
are available 


* Type 3 supplementary agreements for members 
with a normal retirement age of 65 years were 
eliminated and the member entitlements grand- 
fathered 


* Type 3 supplementary agreements for members 
with a normal retirement age of 60 years were 
continued 


e all member contributions to Type 3 supplementary 
benefits were treated as voluntary additional con- 
tributions. 


Later in 1983, the regulation was amended to autho- 
rize a 4% increase to pensions under payment as at 
July 1, 1983 for persons receiving a pension on 
December 1, 1982. In addition, deferred pensions were 
granted a similar increase and a special retroactive 
increase was granted to deferred pensions to equate 
with past increases to pensions under payment. 


During 1983 the Board considered possible changes 
to the pension benefits arising from requests of mem- 
ber organizations, changes to other public sector plans 
or recommendations of various pension reform studies. 
The Board placed priorities on these proposals so that 
they can be considered for implementation when the 
financial position of the plan warrants such action. 


The Board issued “OMERS UPDATE” three times 
during 1983. This publication is sent to employers for 
placement in the workplace and allows members and 
employers to be informed of the activities of the Board. 


The Board held eleven regular meetings in 1983 
with two of these meetings held in Cornwall and North 
Bay. In conjunction with these meetings the Board 
met with member and employer representatives from 
the surrounding areas and also held a similar meeting 
for members and employers in Metropolitan Toronto. 


In October, 1983 the Board authorized an organiza- 
tion change establishing a Finance and Administration 
Division to complement the Pension Administration 
and Investment Divisions. 


Also during 1983 the Board adopted the French 
language policy of the Province for implementation in 
designated areas at the request of members in these 
areas. While certain publications were previously avail- 
able in the French language, the policy will expand 
these services to members. 


PENSION PROGRAM 


On December 31, 1983 there were 490 municipali- 
ties, 133 school boards and 423 other local boards of 
municipalities participating in the System. At the end 
of 1983 there were 127, 849 contributing members 
with 51.8% employed by municipalities, 25.5% by 
school boards and 23.2% by other local boards. This 
distribution of members by type of employer has 


remained virtually unchanged in the last five years. At 
year end 38% of the contributing members were female 
and 14% of contributing members had a normal retire- 
ment age of 60 years. 


MEMBERSHIP ACTIVITIY 


Contributing Members, January 1, 1983 126,121 
Members enrolled SO) 
136,022 
Members terminated electing a: 
refund of contributions 4,181 
deferred pension 438 
transfer with OMERS 246 
transfer to another plan 71 
Disabled members electing a waiver 600 
Deaths of contributing members 327 
Retirements 2,310 8,173 


127,849 


At year end there were 25,613 retired members or 
their beneficiaries receiving monthly pensions from 
OMERS. There were 14,386 retired members receiv- 
ing normal retirement pensions, 4,034 receiving early 
retirement pensions and 1,603 receiving disability 
retirement pensions. In addition, there were 5,590 
beneficiaries of members receiving spousal or child- 
ren’s pensions. 


PENSIONER ACTIVITY 


Pensioners, January 1, 1983 23,287 
Additions from: 

active members 2,091 

deferred pensions 211 

disability waivers 141 

deaths of contributing members 195 

deaths of pensioners 405 

unsettled claims 100 3,143 

26,430 

Deletions: 

Deaths of pensioners 794 

Cessation of children’s pensions 23 817 
Pensioners, December 31, 1983 25,613 


The number of pensioners has been steadily increas- 
ing as a percentage of active members and at the end 
of 1983 represented 20% of active members. In 1979 
this percentage was 15% of active members. 


One of the purposes of establishing OMERS as a 
multi-employer plan for municipalities and local boards 
was to allow a pooling of the larger and smaller munici- 
palities and make it possible for smaller groups of 


employees to have adequate pensions at reasonable 
and stable member and employer costs. At the end of 
1983, 561 or 54% of the participating employers had 
fewer than 25 employees and the average was 9 
employees or 4% of the total membership. There were 
60 employers, representing only 6% of all employers 
with 500 or more employees and these represented 
nearly 60% of the total membership. This “pooling” of 
large and small has allowed OMERS to meet one of its 
initial objectives and provide pension benefits on a 
par with most other public sector pension plans and 
the benefits have been financed on a sound fully- 
funded basis. 


In 1969 the supplementary benefit program was 
introduced to provide past service benefits and special 
early retirement provisions under an agreement be- 
tween an employer and the Board. During the 1969- 
1982 period, 321 such agreements were entered into 
with separate accounts kept for each agreement. The 
costs were provided by the employer and, in many 
instances, shared by the covered members. 


Major changes were made to this program as at 
January 1, 1983. At the end of the year there were only 
53 supplementary agreements still in operation to 
provide special early retirement benefits for members 
with a normal retirement age of 60 years. The past 
service component of the supplementary agreements 
became part of the basic plan. The costs for the past 
service were provided by a transfer of assets from the 
supplementary agreements and annual payments to 
be made in the future by employers. 


At the end of 1983 there were 8,127 members 
covered for past service with such service recognized 
as credited service in the basic plan and thus fully 
portable within the System. 1,774 members were 
covered with a past service pension of a fixed amount 
which will now be increased each year at the same 
rate of increase applied to pensions under payment. 


There were 13,898 members with a normal retire- 
ment age of 65 years, who were covered under a 
supplementary agreement providing for special early 
retirement options after 30 years of service. These 
members will continue to have this entitlement even 
though the Type 3 supplementary benefit program for 
these employees was discontinued with the introduc- 
tion of the 90 factor for determining eligibility for 
unreduced early retirement. The 11,309 members with 
a normal retirement age of 60 years continue to be 
provided the special early retirement option after 


30 years of service under continuing supplementary 
agreements. 


At the end of 1983 there were 3,721 members who 
had terminated their employment, left their contribu- 
tions in the System and were entitled to receive a 
deferred pension benefit at normal retirement age. As 
indicated earlier, these amounts of pension will now 
be increased each year at the same rate as increases 
to pensions under payment and a retroactive adjust- 
ment was made in 1983 to reflect past pension 
increases. 


The following table summarizes the results of the 
actuarial valuation of the Fund as at January 1, 1983 
with comparative figures for January 1, 1982: 


Actuarial Valuation Results 


($ Thousands) As at January 1 


1983 1982 

Actuarial Liabilities 
Present Value of: 

Pensions under payment $ 573,415 $ 462,263 

Vested deferred benefits 20,151 15,509 

Benefits for present contributors 

and their survivors 2,914,863 1,994,651 

$3,508,429 $2,472,423 

Assets: 

Fund assets at January 1 $3,518,232 $2,640,372 
ACTUARIAL SURPLUS $9,803 $167,949 


The above results are based on current actuarial 
assumptions which include an estimate that salaries 
will increase 8% each year in the future, the Fund will 
earn 8% on investments up to the retirement or ter- 
mination of amember and 7% thereafter and the Year’s 
Maximum Pensionable Earnings under the Canada 
Pension Plan will increase 124% per year until 1986 
and 6% each year thereafter. 


The valuations are based on an actuarial method 
referred to as the “unit credit cost” method which is 
the minimum funding requirement under the Pension 
Benefits Act (Ontario). The present value of liabilities 
for current contributing members is based on credited 
service to the date of the valuation and earnings 
projected to retirement. Based on the above results 
OMERS is fully-funded in that sufficient funds are on 
hand to provide for ell current liabilities. 


The liabilities for present contributors increased 
substantially (46%) between January 1, 1982 and 
January 1, 1983. This was due to the inclusion of 
liabilities related to the introduction of the “90 Factor” 


early retirement, average salaries increasing approxi- 
mately 13% in 1982 and the inclusion of past service 
liabilities with the transfer of Type 1 and Type 2 
supplementary benefit agreements to the basic plan. 
Assets also increased due in part to a transfer of assets 
from the supplementary agreements. The actuarial 
position of the Fund on January 1, 1983 reflects 
approximately the financial position expected following 
the introduction of the “90 Factor” early retirement 
and the changes to the supplementary benefit program. 


The transfer of past service supplementary benefits 
to the basic plan, the introduction of the “90 Factor” 
early retirement benefits and the introduction of regu- 
lar increases to pensions under payment and deferred 
pensions have all been achieved within the existing 
member and employer contribution structure and 
without affecting the financial soundness of the 
System. 


INVESTMENT PROGRAM 


The flow of funds for investment are derived from 
a number of sources. These include member and 
employer contributions to the basic plan, less benefits 
paid, employer contribution for past service and special 
early retirement provisions for members with a normal 
retirement age of 60 years, investment income and 
net member and employer contributions from the 
pension plans managed by OMERS. All of these funds 
are pooled for investment purposes and the following 
comments on the investment program refer to the 
total investments. At the end of 1983 approximately 
88% of the investments relate to the basic OMERS 
plan, 11% to the managed plans and 1% to the few 
continuing supplementary agreements. 


The following table shows the invested assets as at 
December 31, 1983 comparing the amortized cost 
and the market values for different asset classes: 


Investments As At December 31, 1983 
Amortized Cost Market Value 


($ Thousands) 


Short Term $ 115,063 4% Sent S:06S 4% 
Bonds 911,644 30 893,454 26 
Mortgages 767,418 25 790,663 23 
Equities 1,078;7445 535 1,406,256 41 
Venture Capital 

and Special 48,707 1 48,707 1 
Real Estate 153,967 5 174,391 Ss 
Capital Market 

Investments $3,075,543 100% $3,428,534 100% 
Special Provincial 

Debentures 1,293,025 


Total Investments $4,368,568 


The total investments at amortized cost at the end of 
1982 amounted to $3,733,529,000 and increased 17% 
during 1983. However, the marketable portion of the 
portfolio grew 26% in 1983. Investments in special 
Provincial debentures was discontinued in 1978 and 
during the last five years all funds available for invest- 
ment have been invested in capital market securities. 
The special Provincial debentures now make up only 
30% of the total Fund investments. The market value 
of the capital market securities shows an unrealized 
capital gain of $352,991 ,000 at the end of 1983 or 11% 
greater than the amortized cost of the investments. 


There is one standing committee of the Board, the 
Investment Policy Committee, which includes three 
board members, two senior staff and four investment 
specialists appointed by the Board. This committee 
meets monthly and is responsible for recommending 
to the Board for approval the longer term asset mix 
policy and the criteria and guidelines to allow staff to 
undertake day to day investments on behalf of the 
Board. The Investment Policy Committee also ap- 
proves quarterly investment programs and certain 
types of investments. 


The current asset mix policy, which has been adopted 
to provide a reasonable expectation of exceeding 
future liabilites with a low risk of falling short of this 
objective, is as follows: 


Asset Mix Polic 


Policy Range Year-End 
Class of Asset High Mid-Point Low _ Position 
Short Term 35% 2% 0% 4% 
Debt Investments: 
Bonds 46% 23% 16% 24% 
Term Loans 5 3 2 2 
Mortgages 43 23 iff 23 
65% 49% 35% 49% 
Equity Investments: 
Equities 60% 44% 30% 42% 
Real Estate 10 5) 2 5 
70% 49% 32% 47% 
Total Investments 100% 100% 


The Board targets the asset classes to the mid-point 
of the policy range based on the market values of the 
assets. As can be seen the actual position of the Fund 
at the end of 1983 was almost at the mid-point. 


The average return on the capital market securities 
for the last five years based on a calculation where the 


net investment income (income less direct investment 
expenses) is divided by the average book value of 
investments, weighted monthly is as follows: 


Capital 

Market Total 
Year Securities Fund 
1983 11.6% 10.8% 
1982 12.1 10.9 
1981 124 10.6 
1980 10.7 9.7 
1979 10.9 9.6 


At the beginning of 1983 there was general agree- 
ment among forecasters that the “recession” of 
1981/82 was near an end and that there would be a 
modest improvement in the economy measured by a 
2% growth in the Gross National Product in real terms, 
unemployment would remain high around the 13% 
range and that inflation reflected in the Consumer 
Price Index would be in the 7-8% range. In actual fact, 
based on the above three indicators, the 1983 eco- 
nomic performance was much better than expected. 
The Gross National Product in real terms grew 3%, the 
unemployment rate averaged 11.9% and the Consumer 
Price Index plunged to an eleven year low of 4.2% in 
November, 1983. Other 1983 economic highlights saw: 


industrial production climb nearly 20% 


industrial capacity utilization rise to 75% from 65% 


productivity (measured by real output per em- 
ployee) rise at an annual rate of 3% 


corporate profits rise an estimated 53% during the 
year 


the Toronto Stock Exchange composite index rise 
33% during the year ending almost 90% above the 
mid-1982 recession low 


interest rates remain remarkably stable during the 
year. 


The major change in portfolio of capital market 
securities at the end of 1983 compared to the end of 
1982 was a reduction in short term securities from 
12% of the portfolio to 4% and an increase in equity 
investments from 39% to 47% of the portfolio. 


A comparison of the portfolio at market value at the 
end of 1983 and 1982 is as follows: 


($ Thousands) Market Value as at December 31 


Net 
Class of Asset 1983 1982 Increase 
$ % $ % 

Short Term $ 115,063 4 $ 312,095 12 $(197,032) 
Debt 

Investments 1,684,117 49 1,247,407 49 436,710 
Equity 

Investments 1,629,354 47 993,862 39 635,492 
Total $3,428,534 100 $2,553,364 100 $ 875,170 


On an amortized cost basis, the debt investments 
increased $393 million during 1983 and equity invest- 
ments increased $439 million while short term invest- 
ments decreased $197 million for a net increase of 
$635 million. In fact, actual purchases of debt and 
equity investments totalled $1,384 million in 1983 and 
sales or redemptions totalled $550 million. 


Schedule 5 of this report provides details of the 
investments at the end of 1983 at both amortized cost 
and market values. The following are brief highlights 
of the major transactions during the year: 


e 


short term holdings were reduced in 1983 to 
accommodate purchases of other asset 
classes and at year end the short term portfolio 
was near the policy target established by the 
Board 


bond investments held the share of the portfolio 
within the policy adopted for this class of asset 
and investments were structured to reduce poten- 
tial losses from a possible return to higher interest 
rates in the longer term. Trading in this portion of 
the portfolio produced capital gains in excess of 
$2 million 


three quarters of the funds invested in mortgages 
were directed to residential properties insured by 
Central Mortgage and Housing Corporation and 
25% to commercial mortgages. This segment of 
the portfolio maintained a level consistent with 
the asset mix policy 


e the term lending portion of the portfolio increased 
66% from $45 million to $75 million during 1983 


¢ the equity portion of the portfolio increased due 
to higher market values at the end of 1983 com- 
pared to 1982 and further investments were made 
in Canadian stocks and in foreign stocks, invested 
on behalf of OMERS by investment consulting 
firms. Realized capital gains from the sale of 
equities amounted to $45 million during the year 


e investments in real estate increased 54% with over 
$50 million invested during the year ina variety of 
real estate vehicles 


e the special situation portion of the portfolio in- 
cludes oil and gas investments, venture capital 
investments and private placements. These in- 
creased $53 million or 75% during the year. 


This aspect of the management and administration 
of OMERS continues to be a major responsibility of 
the Board. Care is taken to ensure that the investment 
of available funds maximizes the value of invested 
capital over time through the addition of investment 
income and capital appreciation and at the same time 
ensure the safety of the Fund. The investment earnings 
in 1983 equalled the total of member and employer 
contributions to the basic plan whereas five years ago 
investment earnings were only two-thirds of total 
contributions. 


FINANCE AND ADMINISTRATION PROGRAM 


The following is asummary of the significant financial 
transactions during the year: 


e member contributions to the basic plan amounted 
to $180 million in 1983, an increase of only 5% 
over 1982 member contributions 


* employer contributions during the year included 
$182 million matching the member contributions, 
plus $10 million of interest on instalment payments 
for past service and an initial amount of $125 
million from the transfer of past service pension 
liabilities from the supplementary benefit reserve 
to the basic benefit reserve (the offsetting account 
receivable is shown on the balance sheet as a 
long term receivable) 


investment income totalled $425 million with $7 
million credited to supplementary benefit agree- 
ments and $47 million credited to managed plans 


assets totalling $4 million held under prior service 
agreements were transferred to supplementary 
agreements in 1983 and $136 million of supple- 
mentary agreement assets were transferred to 
the basic benefit reserve with the wind-up of the 
prior service agreements and the conclusion of 
funding supplementary agreements as separate 
pension plans 


e at the end of 1983, supplementary benefit agree- 
ments continued to be operated as separate pen- 
sion plans for special early retirement benefits for 
members with a normal retirement age of 60 years 
and assets in these agreements totalled $65 million 


° $69 million was paid during 1983 in the form of 
monthly pensions to retired members or their 
beneficiaries, an increase of 25% over payments 
in 1982 


* member contributions refunded amounted to $26 
million in 1983 with $16 million representing 
payments to terminating members and $10 million 
of transfers to registered retirement savings plans 
from member supplementary benefit contributions 


$28 million was returned to employers as surplus 
funds due to the changes to the supplementary 
benefit program noted earlier. 


The administration of OMERS includes pension 
administration for the basic plan, the supplementary 
benefit program and the four Managed Plans admini- 
stered by the Board under agreement but which are 
separate and distinct from OMERS. The Board re- 
ceives management fees for the administration of the 
supplementary benefit program and the managed 
plans. However, with the major change to the operation 
of supplementary benefits that took place in 1983, the 
fees recovered by the Board were $319,000 less than 
in 1982. 


The administration also includes expenses directly 
related to the investment of funds in capital market 
securities and these expenses are increasing each year 
as this portfolio continues to grow into one of the 
largest pools of pension fund capital in Canada. Certain 
costs such as commissions on the purchase and sale 
of common-stocks are added to the purchase price or 
deducted from the sale price of the investment. Ser- 
vicing fees for mortgages and funds managed on behalf 
of the Board are deducted from related investment 
income as are banking and custodial charges. 


In addition to the pension administration and direct 
investment expenses, there are expenses related to 
accounting, data processing and general office man- 
agement. All of the administrative expenditures of 
OMERS are paid from the Fund and the Board controls 
the administrative expenses by applying the following 
expenditure guideline: 


— 1% of member and employer contributions to the 
basic OMERS plan 

— 1/10 of 1% of the capital market securities at amor- 
tized cost at year end, plus 

— management fee recoveries. 


The administrative expenses for 1983 amounted to 
$5,289,000. Management fees of $40,000 were re- 
covered from the supplementary agreements still in 
operation and $473,000 from the managed plans. 1% 
of member and employer contributions amounted to 
$3,619,000 and 1/10 of 1% of the capital market 
securities amounted to $3,076,000. The total expendi- 
ture guideline for 1983 amounted to $7,215,000 and 
the expenditures of $5,289,000 represented 74% of 
the guideline. 


The following table summarizes the net administra- 
tive expenses and the expenditure guideline for the 
last five years. 


ADMINISTRATIVE EXPENDITURES AND GUIDELINES 
($ Thousands) Administrative Expenditure 


Year Expenditures Guideline Percentage 
1983 $5,289 OV 2S) 74 
1982 4,362 6,613 66 
1981 3,472 5,431 64 
1980 2,856 4,382 65 
1979 2,277 3,568 64 


The above table indicated that the Board continues to 
operate the System well within the guidelines estab- 
lished for overall control. 


60% of the administrative expenses of OMERS are 
related to salaries and fringe benefits and 25% are 
related to services such as professional services, office 
accommodation, computer time rental and special 
research and information services for the investment 
program. 


During 1983 over $69 million was paid as pensions 
to retired members or their beneficiaries. This repre- 
sents an increase of 25% over pension payments in 
1982. The following table compares pension payments 
to member and employer contributions during the last 
five years. 


COMPARISON OF PENSION PAYMENTS TO 
CONTRIBUTION INCOME 


($ Thousands) Pension 
Year Payments Contributions Percentage 
1983 $69,315 $361,937 19.2 
1982 55,305 334,008 16.6 
1981 45,128 288,934 15.6 
1980 35,480 252,744 14.0 
1979 28,303 223,587 W201 


The pension payments are becoming a larger pro- 
portion of contribution income indicating a maturing 
of the plan. During the same period however, the 
investment income became a larger contribution to 
total income and pension payments as a percentage of 
both contribution income and investment income was 
relatively stable during the five year period ranging 
from 7.8% in 1979 to 9.5% in 1983. 


As indicated earlier in this report, the Board, under 
agreement, manages and administers four pension 
plans separate and distinct from OMERS. These plans 
have a combined contributing membership of 14,700 
employees and monthly pensions are paid to 1,104 
retired employees or their beneficiaries. At the end of 
1983 the Board held deposits of almost $500 million 
representing the investments of these pension plans. 
These deposits are pooled with other funds of OMERS 
into a single investment program. 


Much of the day to day administration of OMERS is 
performed by the employees of the 1,046 local govern- 
ment employers participating in the System. The parti- 
cipating employer is the first line of communication 
regarding OMERS with each employee and a word of 
credit is due this group of “OMERS’ administrators” 
for the fine work they do. The authorized staff comple- 
ment for 1983 was 107 employees with approximately 
one-third employed in each of the pension program, 
the investment program and the finance and adminis- 
tration program. This compares to an authorized com- 
plement of 102 employees in 1982 and 93 in 1981. 


THE BOARD AND ITS ADVISORS 


Changes to the membership of the Board during the 
year occurred in January, 1983 when Mr. Ted 
Matthews, Reeve of Sidney Township, was appointed 
to the Board for a one-year term and in May, 1983 
when Mrs. Lenore Mcintosh resigned from the Board. 
In December, 1983 Messrs. Burke and Matthews were 
re-appointed to the Board for three year terms ending 
December 31, 1986; Mrs. Anne Newman, anemployee 
of the Municipality of Metropolitan Toronto, was 


appointed to the Board for a three year term replacing 
Mrs. McIntosh; and Mr. Merv Beckstead, Chief Admin- 
istrative Officer of the City of Nepean, was appointed 
to the Board for a three year term replacing Mr. Don 
Schaefer who had served on the Board for six years. 


Mr. Grant Boyce was appointed Chairman of the 
Board in January, 1983 and Mr. Sam Dobbin was 
appointed Vice-Chairman of the Board. Messrs. Boyce, 
Bernardi and Roberts were appointed to the Invest- 
ment Policy Committee of the Board for 1983. 


During 1983 Mr. R. A. Field of the Wyatt Company 
continued as actuary to the Board, Mr. Purdy Crawford 
of Osler, Hoskin & Harcourt served as legal advisor 
and Dr. R. G. McKenzie was the Board’s medical ad- 
visor. The firm of Coopers & Lybrand were the auditors 
of the Fund for 1983. 


CONCLUSION 


OMERS continued to be ina sound financial position 
with assets on hand exceeding liabilities for pensions 
under payment to retired members and their benefi- 
ciaries, vested deferred pensions and pensions earned 
to date by contributing members. In addition, the rates 
of contribution for members and employers are suffi- 
cient to fund the accrual of pension benefits in the 
foreseeable future. 


This strong financial position has continued following 
the introduction of the “90 Factor’ unreduced early 
retirement benefit, the major restructuring of the sup- 
plementary benefit program and the establishment of 
amethod of regular annual increases to pensions under 
payment. 


In April, 1984 the Government released the Ontario 
Proposals for Pension Reform culminating many years 
of study into public and private pensions in the Prov- 
ince. This will have an impact on OMERS but the 
Board is hopeful that such changes will not seriously 
erode the strong financial position of the Fund. 


The Board is responsible for the management and 
administration of OMERS, the continued growth, 
changes and improvements in the pension area, the 
remarkable growth of the investment program in capital 
market securities and all of the attendant administrative 
duties associated with both pensions and investments. 
This responsibility provides an exciting challenge to 
the Board. The members of the Board and the staff of 
the System undertake this responsibility on behalf of 
the thousands of municipal employees, both active 
and retired, and feel privileged to be able to serve 
local government in Ontario. 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 


Assets 

Investments (note 2) 

Long term receivables (note 4) 
Leasehold improvements (note 1) 
Contributions receivable 
Accounts receivable 

Accrued income 


Cash 


Reserves and Liabilities 
Reserves for: 
basic benefits (note 3) 


prior service benefits (note 4) 


supplementary benefits (note 4) 


Deposits from administered pension 


funds (note 5) 
Accounts payable and accruals 


Pension benefits payable 


Signed on behalf of the Board 


Balance Sheet 
as at December 31, 1983 


(1983) 


(000's) 


$4,368,568 
116,900 
301 
47,204 

491 
103,660 

10 


$4,637,134 


$4,070,275 


64,594 


$4,134,869 


$ 499,299 
2,938 
28 


$4,637,134 


(1982) 
(000's) 


$3,733,529 


$3,806,460 


$3,191,720 
4,361 


190,304 


$3,386,385 


$ 413,160 
6,874 


41 


$3,806,460 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Statement of the Reserves 


for the year ended December 31, 1983 


Balance, beginning of year 


Increases in Reserves 
Contributions of: 
¢ Members 
e Employers, current service 
e Employers, unfunded liabilities 
(note 4) 


Interest income on unfunded liabilitiies 
Income earned from investments 
Administrative expenditures recovered from: 
e Supplementary benefits reserve 
e Administered pension funds (note 5) 


Transfer to basic benefits reserve from: 
e Prior service benefits reserve 
e Supplementary benefits reserve 


Transfer to supplementary benefits reserve from: 


e Prior service benefits reserve 
Total Increases 


Decreases in Reserves 
Members’ pensions 
Members’ contributions plus interest refunded 
Transfers to other pension plans 
Income credited to administered 

pension funds (note 5) 
Closing supplementary agreements 
Transfers to basic benefits reserve for: 

e Pension present value 


Basic 
Benefits 
Reserve 


(O00's) 


$3,191,720 


179,814 
182,123 


124,521 
486,458 

9,794 
418,325 


40 
473 


513 


140,815 
140,815 


1,055,905 


69,315 
26,115 
1,347 


47,192 
28,092 


e Members’ contributions plus interest refunded 


e Transfers to other pension plans 
e Other 
e Closing supplementary agreements 


e Administrative expenses 


Transfer to supplementary benefits reserve for: 
¢ Closing prior service agreements 

Administrative expenditures 

Total Decreases 

Balance, end of year 


5,289 
177,350 
$4,070,275 


Prior 
Service 
Benefits 
Reserve 


(000's) 


$4,361 


4,361 


4,361 
JSF 


aero me 


Supple- 
mentary 
Benefits 
Reserve 


(O00's) 


$190,304 


4,069 


4,069 


6,715 


4,361 
15,145 


5,198 


135,617 
140,815 
40 


140,855 
$ 64,594 


Total 
(O00's) 


$3,386,385 


179,814 
186,192 


124,521 
490,527 

9,794 
425,040 


40 
473 


513 


140,815 
140,815 


4,361 
1,071,050 


69,315 
26,115 
1,347 


47,192 
28,092 


5,198 


135,617 
40 


4,361 
5,289 
322,566 
$4,134,869 


1982 
_(000's) _ 


$2,785,377 


170,918 
206,986 


377,904 


355,876 


414 
418 


832 


528 
45,110 


45,638 


soe SOE 
780,331 


55,305 
16,064 
1,619 


39,341 
16,500 


28,869 
16,675 
5 

88 


414 


81 

4,362 
179,323 
$3,386,385 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Schedule of Administrative Expenditures 
for the year ended December 31, 1983 


Personnel Services Including Employee Benefits 


Salaries of regular staff 
Salaries of casual staff 
Pensions 

Employee benefits 


Transportation and Communication 


Travel 
Telephone 
Postage and express 


Purchase of Services 


Actuarial 

Audit 

Medical 

Legal 

Other professional 
Recruitment and training 
Office rental 

Computer processing 
Equipment maintenance 
Insurance 

Board’s services 
Research and information 


Materials and Supplies 


Furniture and equipment purchases 
Supplies and stationery 

Publications for members and employers 
Office alterations 

Amortization of Leasehold Improvements 


Total Expenditures 
Distribution 


¢ Pensions 
¢ Investments 


1 


(1983) 
(000s) 


$2,628 
84 

193 
198 


$3,103 


(1982) 
(O00’s) 


$2,252 
60 

165 
143 


$2,620 


$ 87 
111 
86 


$284 


$ 139 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 
for the year ended December 31, 1983 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Investments 


Investments are recorded in the accounts at cost. Gains or losses on their disposal are credited or charged 
to income. Income from investments is recorded on the accrual basis. 


Contributions 


Member and employer contributions received subsequent to the year-end, but which are applicable to the 
current year, are recorded as receivables. 


Benefits 
Payments for benefits are recorded in the year in which such payments are made. 


Fixed Assets 


Leasehold improvements are recorded at cost less accumulated amortization. The basis of amortization 
is straight-line over a 5 year period. 


INVESTMENTS 


The following is a description of the investments: 


(a) Province of Ontario debentures issued under section 8(4) of the Ontario Municipal Employees Re- 
tirement System Act. 


Weighted Average Cost 
Date of Maturity Interest Rate (O000's) 
December 31, 1993 8.06% $ 129,500 
December 31, 1994 9.50% 148,825 
December 31, 1995 9.70% 182,250 
December 31, 1996 6.00% 20,100 
December 31, 1997 6.30% 24,900 
December 31, 1998 UVEUG 33,100 
December 31, 1999 8.19% 46,700 
December 31, 2000 9.10% 57,600 
December 31, 2001 7.85% 75,000 
December 31, 2002 9.50% 265,800 
December 31, 2003 9.45% 187,950 
December 31, 2006 9.77% 121,300 
$1,293,025 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 
for the year ended December 31, 1983 


INVESTMENTS (continued) 


The weighted average interest rate on the total investment in Ontario debentures is 9.07%. 
Market value for the Ontario debentures has not been determined as these debentures have no quoted 
market value. The values stated remain unchanged from those reported at December 31, 1982. 


(b) Investments commencing September 30, 1975 under section 8(6) of The Ontario Municipal Employees 
Retirement System Act which are subject to the limitations of the regulations of The Pension Benefits Act. 


1983 1982 
(O00's) (O00’s) 
Market Value Cost Market Value Cost 
Short Term Deposits $ 115,063 Sel OLOOS $ 312,095 $ 312,095 
Bonds & Debentures 893,454 911,644 666,262 668,020 
Mortgages 790,663 767,418 581,144 618,008 
Equities 1,406,256 1,078,744 856,102 715,728 
Venture Capital & Special 48,707 48,707 oma CYA PAS NGI 
Real Estate 174,391 153,967 112,624 LOMSAG 
$3,428,534 $3,075,543 $2,553,364 $2,440,504 


Market value is quoted value for bonds, debentures and equities. 

Market value for mortgages is computed based on market yields. 

Market value for real estate is appraised value as provided by our property managers. 

Market value for venture capital has been assumed to equal the cost due to the special nature of 
the investment. 


(c) Total investments at cost $4,368,568,000 $3,733,529,000 


BASIC BENEFITS RESERVE 


The basic benefits reserve is maintained for the payment of pensions to retired members or their bene- 
ficiaries and the future payment of pensions and benefits to contributing members and to terminated 
members who have elected a deferred pension. 


Effective January 1, 1983 new rules were introduced which permit a member to retire on full benefits, 
within 10 years of normal retirement, if the sum of the member's age and years of service equals or exceeds 
90. This change had the effect of reducing the actuarial surplus by $159,400.000. 


The latest actuarial valuation of the Fund dated January 1, 1983 determined the total actuarial liabilities 


of the Fund for basic benefits to be $3,508,429,000 using the unit credit cost method. The adjusted book 
value of accumulated assets at that date was $3,518,232,000 resulting in an actuarial surplus of $9,803,000. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 
for the year ended December 31, 1983 


BASIC BENEFITS RESERVE (continued) 


The results of the actuarial valuation projected to December 31, 1983, indicate that the existing levels of 
member and employer contributions are sufficient to meet the cost of benefits earned from January 1, 1983 
to December 31, 1983. 


SUPPLEMENTARY BENEFITS RESERVES 


Under the terms of The Ontario Municipal Employees Retirement System Act various participating employers 
have entered into agreements with the Board for the provision of supplementary benefits. The supplementary 
reserves represent the net assets available for payment of benefits under the agreements. Each employer is 
responsible, individually, for the funding of such benefits. 


Effective January 1, 1983 all assets and liabilities with respect to prior service agreements were trans- 
ferred to the supplementary reserve. On the same date, the assets and liabilities of most supplementary 
agreements were then transferred to the basic OMERS plan. 


Where the assets transferred from the previous agreements were not sufficient to provide for the liabilities, 
the unfunded amounts were identified and are being paid off by the participating employers. Such unfunded 
liabilities are now recorded in the basic benefits reserve and are offset by a long-term receivable from the 
participating employers, to be paid, with interest, over a period not to exceed 15 years. For any previous 
agreements where the assets were in excess of liabilities, the resulting surplus was refunded to the partici- 
pating employers. 


ADMINISTERED PENSION FUNDS 


The administered pension funds (which form part of the Fund and which are administered on behalf of the 
Ontario Council of Regents for Colleges of Applied Arts and Technology, the Ryerson Polytechnical Institute, 
the members of the Legislative Assembly as represented by the Board of Internal Economy [The Caucus 
Employees Retirement Fund] and the Minister of Energy for the Province of Ontario [The Ontario Hydro 
Guarantee Fund]) are credited with amounts which are equal to the income earned by the Fund from the 
investment of the monies deposited in the Fund by the administered pension funds. The Ontario Municipal 
Employees Retirement Board is authorized under the terms of the various management agreements to 
recover its expenses for administering the aforementioned plans. 


COMMITMENTS 

Total investment commitments outstanding at December 31, 1983 amounted to approximately $255,000,000 
of which $167,000,000 relates to mortgages, $55,000,000 to real estate, $1,000,000 to term lending and 
the remaining $32,000,000 to venture capital. 


The administration of the Fund is conducted on leased premises and the Fund has entered into a lease 
agreement which involves a minimum annual base rental of $518,190 to January 31, 1988. 
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chartered accountants 2 Sheppard Avenue East a member firm of 


C00 ke Renate nana Coopers & Lybrand (International) 
&Ly rand Canada M2N 5Y7 


telephone (416) 224-2140 
cables Colybrand 
telex 06-23590 


March 30, 1984 


AUDITORS' REPORT TO THE 
ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


We have examined the balance sheet of the Ontario Municipal Employees Retirement 
Fund as at December 31, 1983, and the statement of the reserves for the year 
then ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests and other procedures as 
we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial position 
of the Fund as at December 31, 1983 and the results of its operations for the 
year then ended in accordance with generally accepted accounting principles 
applied on a basis consistent with that of the preceding year. 
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PENSION PLANS ACTUARIES & CONSULTANTS HALIFAX MONTREAL 
EMPLOYEE BENEFITS OTTAWA TORONTO 
141 ADELAIDE STREET W. 
INTERNATIONAL BENEFITS CALGARY VANCOUVER 
SUITE S6O6 MS 
BUSTS ENNIS MLSNI TORONTO, ONTARIO MSH 3L5 

COMPENSATION PROGRAMS PRINCIPAL CITIES 

EMPLOYEE COMMUNICATIONS (416) 862-0393 AROUND THE WORLD 


Actuarial Certificate at December 31, 1983 


Ontario Municipal Employees Retirement Board 


The most recent actuarial valuation of the above Plan was conducted at 
January 1, 1983 using the unit credit cost method. 


The results of the valuation disclosed total actuarial liabilities of 
$3,508.429 million in respect of benefits accrued for service to January OG, 
1983. The adjusted book value of accumulated assets at that date was 
$3,518.232 million indicating an actuarial surplus of $9.803 million. 


The results of the valuation at January 1, 1983 also indicated that the 
existing levels of employee and employer contributions are sufficient to 
meet the cost of benefits to be earned each calendar year until the next 
actuarial valuation is made. 

We are of the opinion, therefore, that the assets of the Fund at December 


31, 1983 are sufficient to meet all the liabilities of the Plan in respect 
of services rendered by members up to that date. 


Respectfully submitted 
THE WYATT COMPANY 


April 11, 1984 R. Alvin Field, F.S.A. 
Fellow, Canadian Institute of Actuaries 
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Schedule 1 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 
5 Year Review of Financial Data — 1979 to 1983 


($ Thousands) 


*Investments at Cost 
Provincial Debentures 
Marketable Securities 


*Reserve for Basic Benefits 
Funds Held for: 
Prior Service 
Agreement Reserve 
Supplementary Benefit 
Agreement Reserve 
Managed Plans 


Investment Income Earned 
Basic Plan 
Prior Service Agreements 
Supplementary Benefit Agreements 
Managed Plans 


Contributions Received for: 
Basic Plan 
Prior Service Agreements 
Supplementary Benefit Agreements 


Payments to Members 
Pensions Paid 
Contributions and 

Interest Refunded 
Transfers to Other Plans 


Administrative Expenditures 
and Recoveries 
Pension Program 
Gross 
Fee Recoveries 
Net 
Investment Program 


Average Yield on Investments 
Provincial Debentures 
Marketable Securities 
Total Portfolio 


Unaudited figures 


1983 


$1,293,025 
3,075,543 


4,368,568 


$4,070,275 


64,594 
499,299 


$4,634,168 


$371,133 


6,715 
47,192 


425,040 


$496,252 


4,069 


$500,321 


$ 69,315 


26,115 


1,347 
$ 96,777 


$ 2,959 
513 


$ 2,446 


2,330 


$4,776 


9.07% 
11.66% 
10.80% 


1982 


$1,293,025 


2,440,504 
$3,733,529 


$3,191,720 


4,361 


190,304 


413,160 
$3,799,545 


$298,605 
225 
17,704 


39,341 
_ $355,875 


$336,368 
32 


41,504 
$377,904 


$ 55,304 


16,064 
1,619 


$ 72,987 


$ 2,721 
832 


$ 1,889 


1,641 


$3,530 


9.07% 
12.13% 
10.91% 


*the amount shown for each year as at December 31 is cumulative 
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1981 


$1,293,025 


1,776,764 
$3,069,789 


$2,604,125 


4,714 


176,539 


340,059 
$3,125,437 


$238,447 
235 
14,318 


31,479 
$284,479 


$289,121 
32 


37,507 


$326,660 


$ 45,128 


21,676 
1,106 


$ 67,910 


$ 2,399 
765 


$ 1,634 
1,073 
$2,707 


9.07% 
12.09% 
10.63% 


1980 


$1,293,025 


1,215,409 
$2,508,434 


$2,118,691 


4,929 


153,088 


276,819 
$2,553,527 


$177,907 
246 
12,703 
23,930 


$214,786 


$253,571 
32 


29,768 


_ $283,371 


$ 35,480 


17,822 
1,050 


$ 54,352 


$ 2,133 
640 


$ 1,493 


723 


$2,216 


9.07% 
10.71% 
9.74% 


ies 


$1,293,025 


758,997 
$2,052,022 


$1,718,763 


5,040 


135,544 
226,768 


$2,086,115 


$137,381 
95 


11,613 
19,202 


$168,291 


$226,440 
32 
27,836 


$254,308 


$ 28,303 


27,142 
653 


$ 56,098 


$ 1,809 
573 


$ 1,236 


468 


$1,704 


9.07% 
10.88% 
9.55% 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 
5 Year Review of Selected Data — 1979 to 1983 


*Employers 
Municipalities 
School Boards 
Other Local Boards 


*Members Contributing, Employed by 
Municipalities 
School Boards 
Other Local Boards 


*Members Contributing 
Female 
Male 


*Normal Retirement Age 65 
*Normal Retirement Age 60 


*Terminated Members Who Have 
Elected a Deferred Pension 
*Number of Pensioners by Type 
of Pension 
Normal Retirement 
Early Retirement 
Disability Retirement 
Spouses and Children 


*Total Membership Comprising 
Contributing Members, Deferred 
Pensions and Pensioners 

Number of Members 
Enrolled Each Year 

Number of Members 
Terminated Each Year 


Net Increase in Membership 


Unaudited figures 


*Cumulative totals at year end 


1983 


490 
133 
423 


1,046 


65,588 
32,536 
29,725 


127,849 


48,287 
79,562 
127,849 


110,343 
17,506 


127,849 
3,721 
14,386 
4,034 


1,603 
5,590 


25,613 
157,183 


9,901 


8,173 
1,728 


1982 


491 
129 
422 


1,042 


64,510 
32,027 
29,584 


126,121 


46,924 
IQ AQT 


126,121 


108,855 
17,266 


126,121 
3,710 
13,442 
3,341 
1,473 
5,031 
23,287 
153,118 


11,764 


8,680 
3,084 


== 


1981 


489 
126 
422 


1,037 


63,280 
30,828 
28,929 


123,037 


44,827 
78,210 


123,037 


106,314 
16,723 


123,037 


3,326 


12,540 
2,886 
1,379 
4,505 

21,310 


147,673 


14,475 


Wrasse; 
3,306 


1980 


487 
122 
418 


1,027 


61,875 
30,033 
27,823 


11957311 


42,743 
76,988 
119,731 


103,420 
16,311 


119,731 


3,551 


11,558 
2,451 
1,232 
4,029 

19,270 


142,552 


13,914 


11,669 
2,245 


1979 


473 
123 
Sel’ 


1,015 


60,757 
29,619 
27,110 


117,486 


41,224 
76,262 


117,486 


101,872 
15,614 


117,486 


3,320 


10,550 
1,986 
1,078 
3,631 


17,245 
138,051 


13,168 


11,297 
1,871 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


Summary of Historical Highlights 


1962 — An Act establishing the Ontario Municipal 
Employees Retirement System was given Royal Assent 
on April 18th. 

1963 — The first members of the System were enrolled 
on January 1st and the first contributions received 
one month later. 


1965 — Amendments were made for the “locking-in” 
of contributions as required under the Pension Benefits 
Act. 

After July 1, 1965 all persons engaged by a municipality 
or local board must participate in OMERS to receive 
pension benefits. 

Provision was made for OMERS to manage and 
administer other pension plans. 

1966 — The contributions and benefits were integrated 
with the contributions and benefits of the Canada 
Pension Plan. 


Employees of electric utilities became members of 
OMERS for the first time. 


1967 — The supplementary benefit program was 
introduced. 

1968 — The eleven member Board was appointed by 
the Lieutenant Governor in Council on January 1. 
The interest rate on the special Provincial debentures 
issued to OMERS at each year end was increased 
from 5% to 64%. 


The benefit formula was increased 10% from 2% of 
career earnings to 2.2% of career earnings. 


1969 — A disabled widower was extended the same 
benefits as a widow on the death of a member. 


1970 — The interest rate on the special Provincial 
debentures issued to the Board at each year end was 
changed from 6%% to the average borrowing costs of 
the Province during a year. 


All basic pension benefits earned or payable on 
December 31, 1970 were increased by 10%. 


1971 — All basic pension benefits earned or payable 
at December 31, 1971 were increased by 5%. 


In addition to the 50% widows’ and disabled widowers’ 
pensions payable on the death of a member, a further 
pension of 10% for each child of the deceased member 
to a maximum of 25% was introduced. 


1972 — Councillors became eligible for membership 
in the System. 

All basic pension benefits earned or payable on 
December 31, 1972 were increased by 5%. 


1973 — Anemployer could improve the pensions being 
paid to retired employees through the System. 


Rates of interest on special Provincial debentures issued 
to the Board during the years 1963 to 1969 were 
retroactively adjusted. 


All basic pension benefits earned or payable at 
December 31, 1973 were increased by 5%. 


1974 — Aportion of available funds could be invested 
in marketable securities under the provisions of the 
Pension Benefits Act commencing in 1975. 


1975 — All basic pension benefits earned by active 
and deferred members as at December 31, 1975 were 
increased by 10%. 


All pensions being paid to retired members on 
December 31, 1975 were increased by 10%. 


A widower of a member became entitled to the same 
50% pension as a widow on the death of a member. 


Board authorized to invest a portion of funds in capital 
market securities. 


1976 — Optional service, being service with another 
governmental employer or war service, was added to 
the supplementary benefit program. 


1978 — Pension formula changed from 2.2% career 
average earnings basis to a 2% final average earnings 
basis. 


All pensions being paid to retired members on 
December 31, 1977 were increased by 3% from March 
1, 1978. 


1979 — All available funds invested in capital market 
securities. 


1980 — All pensions being paid to retired members on 
January 1, 1979 were increased by 4% from January 1, 
1981. 


1981 — Spousal benefits no longer cease on remarriage 
and the reduction in the spouse pension when the 
spouse is more than 10 years younger than spouse 
was eliminated. 


1982 All pensions being paid to retired members on 
December 1, 1981 were increased 4% from July 1, 1982. 


1983 All pensions being paid to retired members on 
December 1, 1982 were increased 4% from July 1, 
1983. All vested deferred pensions were similarly in- 
creased plus a retroactive adjustment for increases 
granted to pensions in 1982, 1981, 1980 and 1978. 


“90 Factor” unreduced early retirement pensions 
were introduced. 


fees 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


Summary of Benefits 


as at December 31, 1983 


Basic Benefits 


Normal retirement at age 65 — except policemen and 
firemen who may retire at age 60. 


The annual normal retirement pension payable to a member 
is 2% of pensionable earnings multiplied by years of credited 
service, reduced when the member becomes entitled to a 
pension under the Canada Pension Plan. In this formula: 


“pensionable earnings” means the annual average of the 
60 highest consecutive months of earnings; 


“credited service” means service when contributions have 
been made, transferred in service and past service under a 
full Type 1 supplementary benefit; 


“CPP reduction” means 0.7% of the annual average of the 
Year's Maximum Pensionable Earnings under the CPP in the 
year of retirement and the two preceding years times credited 
service since January 1, 1966. 


A total disability retirement benefit for a disability that, in 
the first two years, renders a member incapable of performing 
the duties of his or her position and thereafter of any 
substantially gainful employment. The totally disabled member 
may continue to accrue credited service without contribution 
until normal retirement age or may elect a disability pension. 


A pension for life to a widow or widower of one-half the 
member's pension plus 10% for each child under 21 years of 
age to a maximum of 25% and, where there is no widow or 
widower, a pension of one-half the member's pension to the 
child or children of the member under 21 years of age. 


A deferred pension, payable at normal retirement age, ifa 
member ceases to be employed before his normal retirement 
date. The pension benefits earned by a member under the 
System vest immediately in the member. 


An early retirement pension, commencing within the 10 
year period before normal retirement age payable without 
reduction if the age and service of the member totals 90 or 
more or reduced 5% per year. 


A refund of the contributions of a member plus interest if 
the member terminates his employment, except if at termination 
the member has 10 years of continuous service with the 
employer and is over 45 years of age, then his contributions 
made after January 1, 1965 may not be refunded. 


Portability of the credited service if a member transfers 
employment from one participating employer to another or 
to other governmental pension plans under special reciprocal 
transfer agreements. 


OO 


Supplementary Benefits (provided by an agreement between 
a participating employer and OMERS) 


Full Type 1 — Final Average Earnings, Past Service Pension 


The full Type 1 provides for the service of amember before 
the member’s employer participated in OMERS (past service) 
to become credited service in the basic plan and be fully 
portable within the System. Any pension earned under a 
previous pension plan for the same period of past service 
is deducted from the pension from OMERS. 


Partial Type 1 — Final Average Earnings, Past Service Pension 


The partial Type 1 provides a portion of a benefit based on 
2% of final average earnings and service before the member's 
employer participated in OMERS (past service). Any pension 
earned under a previous pension plan for the same period 
of past service is deducted from the pension from OMERS. 


Type 2 — Current Average Earnings, Past Service Pension 


As of January 1, 1983 this type of supplementary benefit 
is no longer available although all existing agreements at 
the end of 1982 will continue to operate and member pension 
amounts are protected. 


Type 3 — Unreduced Early Retirement Pension for Members 
with a Normal Retirement Age of 60 Years 


The Type 3 benefit provides for payment of an unreduced 
pension if a member retires within 10 years of normal re- 
tirement date under the following conditions: 


(a) completion of 30 or more years of service with the em- 
ployer, or 


(b) due to permanent partial disability as determined by the 
employer. 


Type 3 — Unreduced Early Retirement Pension for Members 
with a Normal Retirement Age of 65 Years 


The Type 3 benefit provides for payment of an unreduced 
pension only if a member retires within 10 years of normal 
retirement date due to permanent partial disability as de- 
termined by the employer. 


Optional Service — The service of a member with another 
governmental employer or war service may be added to a 
Type 1 or Type 2 benefit and the member must contribute on 
a formula basis to be entitled to this service. This service 
becomes additional past service of the member. 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Summary of Marketable Securities 
as at December 31, 1983 


($ Thousands) 


Short Term 


Bonds 

Government — Canada 
— Provincial 
— Municipal 

Corporate 

World Bank 

Term Loans 


Total Bonds 


Mortgages 
Residential 
— Single Family 
— Rental 
— Condominium 
Commercial 
— Office Buildings 
— Shopping Centres 
— Hotel 
— Retail 


Total Mortgages 


Equities 
Canada — Individual Stocks 
— Metals and Minerals 
— Oil and Gas 
— Paper and Forest Products 
— Consumer Products 
— Industrial Products 
— Transportation 
— Pipelines 
— Utilities 
— Communications and Media 
— Merchandising 
— Financial Services 
— Management Companies 
Convertible Debentures 
Mutual Funds 


Total Canadian Equities 


Amortized 
Book 
Value 


$115,063 


$279,769 
293,138 
25,541 
232,192 
6,140 
74,864 


$911,644 


$ 14,295 
992,291 
2,820 


86,794 
54,179 
14,692 
2,347 
$767,418 


$ 54,399 
149,386 
27,043 
47,317 
48,366 
7,496 
42,301 
41,248 
18,528 
16,461 
150,879 
50,060 
15,000 
13,613 
$682,097 


aCe 


Percentage 
of 
Portfolio 


3.7% 


9.1% 
9.5 


25.0% 


1.8% 
4.9 
0.9 
1.5 
1.6 
0.2 
1.4 
1.3 
0.6 
0.5 
4.9 
1.6 
0.5 
0.5 


22.2% 


Yield on 
Book 
Value 


9.59% 


11.58% 
13.31 
10.90 
13.37 
10.60 
14.00 


12.38% 


12.81% 
13.16 
12.21 


12.63 
12.36 
15.92 
12.82 


13.08% 


5.69% 
2.07 
1.66 
6.14 
5.40 
3.82 
5.45 
8.45 
3.48 
Salil 
6.65 
3.59 
8.00 
0.67 


4.62% 


Schedule 5 


Estimated 
Market 
Value* 


$115,063 


$272,048 
285,284 
22,104 
233,190 
5,964 
74,864 


$893,454 


$ 14,549 
601,360 
2,840 


94,630 
60,112 
14,970 
2,202 
$790,663 


$ 80,437 
168,199 
38,551 
87,958 
79,677 
105276 
40,098 
52,380 
27,412 
20,365 
187,022 
60,516 
15,000 
24,417 
$888,308 


Schedule 5 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Summary of Marketable Securities as at December 31, 1983 


($ Thousands) 


Equities (continued) 
Non-Canada (Canadian $) 
United States 
— Individual Stocks 
— Machines 
— Metals & Minerals 
— Pollution Control 
— Chemicals 
— Diversified — Building 
— Misc. & Diversified 
— Office Equipment 
— Oil — International 
— Oil — Domestic 
— Oil Well Equipment 
— Drugs 
— Electrical Appliances 
— Cosmetics 
— Food 
— Photography 
— Communications & Media 
— Retailing 
— Tobacco 
— Property & Casualty 
— Banks 
— Utilities 
— Mutual Funds 
Global 
— Managed Funds 
— Mutual Fund 


Total Non-Canadian Equities 


Total Equities 


Real Estate 


Venture Capital & Special 


Total Market Fund Investments 


*Estimated Market Values 

Bonds: Quoted values 
Mortgages: 
Equities: Quoted values 


Amortized 
Book 


Value 


$ 5,693 
8,734 
5,594 
5,848 
3,534 

20,597 
15,083 
16,230 
9,995 
11,064 
15,076 
3,993 
9,738 
10,570 
11,482 
5,350 
2,134 
3,235 
2,616 
6,469 
13,903 
104,949 


95,618 
9,142 
$_ 396,647 
$1,078,744 
$ 153,967 
48,707 


$ 


$3,075,543 


Computed on current market yields 


05 


Percentage 
of 


_Portfolio_ 


Real Estate: 
Venture Capital: 


Yield on 
Book 


Value 


5.10% 
2.85 
1.51 
4.13 
8.92 
3.12 
3.77 
Teed 
6.21 
2.83 
5.00 
2.63 
e220 
7.86 
5.52 
1.70 
6.47 
9.34 


Appraised values 


Estimated 
Market 


Value* 


$ 5,880 
10,171 
5,771 
4,725 
9,837 
25,226 
20,556 
16,414 
12,759 
9,792 
21,645 
5,704 
13,633 
15,336 
15,278 
4,820 
9,704 
6,048 
4,135 
11,573 
16,901 

144,038 


109,700 
18,302 
$ 517,948 
$1,406,256 
$ 174,391 
48,707 


SAG (OL 


$3,428,534 
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Res ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


2 BLOOR STREET WEST (27TH FLOOR). TORONTO, ONTARIO M4W 3E2 (416) 926-2400 


April 26, 1985 


The Honourable Larry Grossman 

Treasurer of Ontario and 
Minister of Economics 

Frost Building South 

7 Queen's Park Crescent 

Toronto, Ontario 

M7A 1Y7 


Dear Mr. Grossman: 


I am pleased to present to you the Annual Report of the Ontario 
Municipal Employees Retirement Board for the year ended December 31, 1984 in 
accordance with subsection 4(8) of the Ontario Municipal Employees 
Retirement System Act. 


At the end of 1984 monthly pensions were paid to 28,151 retired members 
or their beneficiaries, contributions were received from 130,445 members and 
1,052 participating employers. Invested assets at book value totalled 
$5.282 billion with $1.293 billion invested in special debentures of the 
Province of Ontario and $3.989 billion invested in capital market securities 
with a market value of $4.302 billion. 


An actuarial valuation of the Fund on January 1, 1984 showed a surplus 
position of $109 million with the current member and employer contribution 
rates sufficient to fund the accumulation of pension benefits in the 
foreseeable future. 


OMERS is managed and administered by the Board on behalf of the many 
thousands of active and retired employees of local governments in Ontario 
and the stewardship of this important aspect of their retirement income is a 
rewarding and challenging experience for each member of the Board. 


The accompanying report is respectfully submitted to you. 


Yours truly, 


Samuel P. Dobbin 
Chairman of the Board 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 
1984 Annual Report 


INTRODUCTION 


1984 marks the twenty-second year of operation for 
the Ontario Municipal Employees Retirement System 
(OMERS) and the seventeenth year that the responsi- 
bility for the management and administration of OMERS 
has been vested in a board appointed by the Lieutenant 
Governor in Council. 


In addition to responsibilities for the basic OMERS 
benefits and supplementary benefits, the Board, under 
agreement and for a fee, manages the pension plans 
of Ryerson Polytechnical Institute, the Colleges of 
Applied Arts and Technology, the Caucus Employees 
of the Legislature and a special guarantee fund related 
to electrical utility restructuring. 


This report covers the main activities of 1984 and, 
through schedules, provides historical data. Also 
included are the audited financial statements and details 
of the actuarial valuation of the Fund. 


MAJOR ACTIVITIES — 1984 


The OMERS Act was not changed in 1984; however, 
there were six amendments to the regulations made 
under the Act, as follows: 


e a 4% increase to pensions under payment as at 
July 1, 1984 for persons receiving a pension on 
December 1, 1982 and higher pro-rata increases 
for pensions which commenced during 1983 


e 


a4% increase to deferred pensions as at December 
31, 1984 if the member became entitled to the 
deferred pension on or before December 31, 1983 


a spouse or former spouse may renounce rights to 
a spousal benefit 


¢ where a spousal pension ceased by reason of 
remarriage prior to September 29, 1981, the 
pension may recommence as at July 1, 1984 


certain fixed amounts of pension of members 
resulting from member contributions not required 
from supplementary benefits as at December 31, 
1977 can now be increased each year similar to 
deferred pensions 


¢ a separate trust was established for employers 
designated under the regulation for purposes of 
withholding taxes on income received from non- 
Canadian investments. 


Again, during the latter part of 1984, the Board con- 
sidered possible benefit improvements and requested 
a meeting with the Treasurer of Ontario and Provincial 
officials to discuss the feasibility and costs of imple- 
menting the changes. Unfortunately, this meeting did 
not take place during 1984 but the Board is optomistic 
that certain benefit improvements can be introduced 
in 1985. 


Pension reform in Canada appears to be winding 
down and specific proposals are expected from the 
Province of Ontario during 1985. Because of the 
publicity surrounding potential changes to pension 
plans, the Board had the Actuary estimate the cost 
impact of changes that appear to have the greatest 
possibility of introduction. While the Actuary indicates 
reform proposals will add costs to OMERS, it appears 
that the present member and employer contribution 
rates should be sufficient and will not require increases. 


In May, 1984 the Board held its regular monthly 
meeting in the City of Belleville and the September 
Board meeting was held in Muskoka. In conjunction 
with these meetings, the Board met with representatives 
of members and employers, presented information 
about OMERS and discussed various aspects of the 
benefits and operation of OMERS that were of interest 
to those attending the meetings. In addition, the Board 
held nine monthly meetings in Toronto. 


Only two organizations presented briefs and met 
with the Board during 1984 — The Ontario Association 
of School Business Officials and the Ontario Municipal 
Retirees Organization. Also, the Board issued the 
“OMERS UPDATE” in January, June and October. 
The goal of this publication is to keep members and 
employers aware of the Board's activities during the 
year. 


The remainder of this report is presented basically 
along organizational lines covering the activities of 
the pension program, the investment program, the 
finance and administration program and the Board 
operation. 


PENSION PROGRAM 


At the end of 1984 there were 493 municipalities, 
133 school boards and 426 other local boards partici- 
pating in OMERS for a total of 1,052 participating 
employers, an increase of 6 employers in 1984. 


There are 130,445 contributing members to the 
System. Just over half are employees of municipalities, 
one quarter are employees of school boards and the 
remainder are employees of other local boards. Two 
out of every five members are female and one in seven 
members is a policeman or fireman with a normal 
retirement age of 60 years. 


OMERS represents a pooling of large and small 
municipal employers. This pool provides a reasonable 
level of pension benefits at stable and reasonable 
contribution rates. This feature of OMERS is emphasized 
by the fact that one half of the participating employers 
have fewer than 25 employees who are members of 
the System. In fact, the average is 9 members each. At 
the other extreme, 60% of the membership is employed 
by 61 employers with an average of 1,250 members. 


Membership activity in 1984 was as follows: 


Contributing Members, January 1, 1984 127,849 
Members enrolled 11,436 
139,285 
Terminated members electing a: 
refund of contributions 4,584 
deferred pension 381 
transfer within OMERS 430 
transfer to another plan 93 
Disabled members electing a waiver 695 
Death of contributing members 275 
Retirements 2,382 8,840 
Contributing members, December 31, 1984 130,445 


Pensioners, January 1, 1984 25,613 


Additions from: 


active members BNP 
deferred pensions 181 
disability waivers 174 
spousal pensions: 
death of contributing members 168 
death of pensioners 475 
recommencement to remarried 
spouses 206 
unsettled claims 113 3,438 
29,051 
Deletions from: 
death of pensioners 858 
suspended pensioners 6 
cessation of children’s pensions 36 900 
Pensioners, December 31, 1984 28,151 


$86.9 million was paid to pensioners in 1984, an 
increase of 25% over the amount paid in the previous 
year. The following is asummary of the types of pensions 
being paid by OMERS: 


Normal retirement 15,218 
Early retirement 4,841 
Disability retirement 1,705 
Spousal 6,283 
Children’s 104 

28,151 


At the end of 1984, there were 3,786 members who 
had terminated their service and elected a deferred 
pension. During the year, 381 members elected a 
deferred pension on termination of service and 1 
member ceased to be disabled and elected a deferred 
pension. Also, 28 members re-enrolled in the System 
and 289 commenced to receive a pension. 


On December 31, 1984, there were 7,300 members 
of OMERS with full past service coverage and 1,216 
members with partial past service coverage. In addi- 
tion, 11,718 members with a normal retirement age of 
60 years were provided a special early retirement 
benefit after 30 years of service. These members were 
covered under fifty-seven continuing supplementary 
agreements. 


The Board has the Actuary undertake an actuarial 
valuation of the Fund to monitor the financing of 
OMERS. The latest valuation was prepared with member 
data as at January 1, 1984. The following table shows 
the results and comparable data for the valuation 
undertaken one year earlier. 


Actuarial Valuation Results 


($ Thousands) As at January 1 


1984 1983 
Actuarial Liabilities 
Present Value of: 
Pensions under payment $ 723,429 SHO ao 
Vested deferred benefits 25,404 20,151 
Benefits for present contributors 
and their survivors 3,330,220 2,914,863 
$4,079,053 $3,508,429 
Assets: 
Fund assets at January 1 $4,188,068 $3,518,232 
ACTUARIAL SURPLUS $109,015 $9,803 


The above results are based on actuarial assumptions 
that assume salary increases of 8% per year, Fund 
earnings of 8% per year to the retirement of amember 
and 7% thereafter and 12%% annual increases to the 
Year's Maximum Pensionable Earnings under The 
Canada Pension Plan until 1986 and 6% increases 
thereafter. 


The valuations are based on an actuarial method 
referred to as the “unit credit cost method” which is 
the minimum funding requirement under the Pension 
Benefits Act (Ontario). The present value of liabilities 
for present contributing members and their survivors 
of $3,330,220,000 is based on the credited service of 
each member to January 1, 1984 and on earnings at 
that date projected to normal retirement. 


Based on the above results, OMERS continues to 
be fully funded. Current member and employer contri- 
bution rates appear sufficient to fund the accrual of 
future benefits of members and the System continues 
to operate in a sound financial condition. 


INVESTMENT PROGRAM 


An important aspect of the financial stability of a 
pension plan is the growth of invested assets through 
investment income received or appreciation in the 
value of an asset. OMERS looks to the investment 
program to provide the growth in value of invested 
assets to meet the increasing actuarial liabilities resulting 
from longer periods of service of members in the plan 
and their earning increases over time. 


The Board is responsible for the investment of 
available funds of the basic OMERS plan, the remaining 
supplementary benefits and the four managed plans. 
These investments are pooled and the figures presented 
in this section apply to the total pool of assets. At the 


end of 1984 the invested assets of OMERS were as 
follows: 


Investments As At December 31, 1984 
Market Value 
$4.302 Billion 79% 


Book Value 
$3.989 Billion 76% 


Marketable Securities 
Special Provincial 


Debentures 1.121 Billion* 21% 


1.293 Billion 24% 
$5.282 Billion 


*Estimated by OMERS 


A key decision required for the investment of pension 
funds is the percentage or share of funds to be invested 
in different classes of investments. The two main asset 
classes are debt investments and equity investments 
and there are sub-classes within these main classes. 
The Board has adopted an overall asset mix policy on 
the recommendation of the Investment Policy Com- 
mittee of the Board and the advice of Staff. The objective 
of the asset mix policy over time is to provide a 
reasonable expectation of asset value growth to meet 
the future estimated liabilities with a low risk of falling 
short. The current asset mix policy, with percentages 
based on market values, is compared below to the 
actual positions as at December 31, 1984. 


Asset Mix Policy 


Policy Range Actual 
Class of Asset High Mid Low 31/12/84 
Short Term 33% 2% 0% 3% 
Debt Investments 
Bonds 46% 23% 16% 25% 
Term Loans 5 3 2 2 
Mortgages 43 23 Wi 22 
49% 49% 
Equity Investments 
Equities 60% 44% 30% 42% 
Real Estate 10 5 2 6 
49% 48% 
100% 100% 


During 1984 funds invested in capital market securi- 
ties grew from $3.428 billion to $4.302 billion at market 
value, an increase of 25%. This change is the result of 
new cash flow from member and employer contribution, 
investment income and realized and unrealized capital 
gains. In summary by asset class, the changes in market 
value in 1984 are as follows: 


MARKET VALUE CHANGE IN 1984 


($Millions) 
Market Cash Capital Gains Market 

Asset Value Flow (Losses) Value 
Class 31/12/83 1984 Realized Unrealized 31/12/84 
Short Term $ 115 $ 30 $ 145 
Bonds 818 223 $ 2 $ 25 1,068 
Term Loans 75 10 85 
Mortgages 791 175 (ee) 964 
Equities 1,406 280 79 (62) 1,703 
Real Estate 170 88 258 
Venture Capital 

and Other 53 26 oval 79 
Total $3,428 $832 $81 $(39) $4,302 


The table below shows the annual rate of return for 
the last five years for the marketable securities and 
the combined marketable securities and special Provin- 
cial debentures. These rates of return are based on the 
realized and unrealized gains and income re-invested 
but excluding contribution cash flows. 


Annual Rates of Return 


Capital 
Market Total 
Year Securities Fund 
1984 9.5% loys 
1983 20.4 Oa 
1982 25 Coal 
1981 Gus (0.6) 
1980 12.1 atl 
5 year period 1980-1984 1)c6}.S) 12.8 


During the five year period, the Consumer Price 
Index increased at an annual rate of 8.1%. The annual 
real rate of return (rate of return less CPI) for the five 
year period 1980 to 1984 was 5.8% for the capital 
market security portion and 4.7% for total investments 
including the special Ontario debentures. Also, a private 
pension fund performance measurement service has 
indicated that the annual rate of return for the average 
fund for the five year period 1980 to 1984 was 12.8%. 


These rates of return are measured from the market 
value of investments and include unrealized capital 
gains and should not be confused with the annual rate 
of return based on the investments at cost and reported 
on schedule 1. The return on investments, (shown on 
schedule 1) is used to determine increases to pensions 
each year. 


The economic events and capital market activities 
underlying the changes in market value of the principle 
asset categories of the managed fund are discussed 
below. 


Last year marked the second full year of recovery 
from the 1981-82 recession. The Canadian economy 
grew at a respectable 4.7% real rate, while inflation 
moderated to 4.4% (compared to inflation rates of 5.8% 
in 1983 and 10.8% in 1982). Despite the improved 
economic environment, though, some serious problems 
remain unsolved. The most important of these include: 
government deficits, very high and volatile interest 
rates and a stubbornly high level of unemployment. 


To a great extent, these economic problems are 
interrelated: high interest rates act as a drag on the 
economy, which prevents significant reductions in 
unemployment, which adds to the government deficit, 
which helps to keep interest rates high, and so on. It 
appears that, so long as these problems remain, the 
Canadian economy will achieve mixed results, at best. 


This appears to have had a substantial influence on 
financial markets in 1984. Bond market performance 
was volatile, in response to swings in interest rates 
and uncertainty over government policy. At the same 
time, stock markets were nervous as well, with the 
Toronto Stock Exchange Index leading the year down 
6.4% from its opening value. 


The chief feature of 1984 for debt investments was 
the continuation of more volatile markets with wide 
swings in prices becoming accepted as normal. Yields 
on long term Canada bonds moved from 12.25% to 
14% and back to 12% within 12 months. 


Through this climate we added $224 million to our 
bond holdings, including some new instruments, and 
maintained a good income flow for the fund. Capital 
gains of $2 million were produced. 


The short term portfolio continued its function of 
ensuring the availability of funds for other asset classes 
and was increased by $30 million during the year. 


In 1984, the term lending portfolio increased in size 
from $75 million to $85 million. This represents an 
increase of 13% or $10 million in invested funds over 
the prior year. 


Mortgage activity in 1984 was primarily in residential 
rental properties insured by CMHC under the National 
Housing Act and commercial properties although the 
supply was limited as a result of the general slowdown 
in this segment of the economy. 


Economic conditions caused great volatility in the 
major stock markets of the world and Canadian markets 
were no exception. OMERS, realizing that you cannot 
wait for full resolution of major economic problems 
before investing, continued to add to equity positions 
throughout 1984. 


During the year, a small Canadian growth stock 
portfolio was formed to enable OMERS to participate 
in smaller, faster growing companies, and a major 
investment in Templeton Growth Fund was converted 
into asegregated fund managed by Templeton Invest- 
ment Counsel. 


Despite the rapidly changing investment environment, 
the market value of the equity holdings increased 21% 
from $1,406 million to $1,703 million in 1984 which is 
18% more than book cost. Capital gains amounted to 
$79 million during the year. 


The Venture Capital and Other portfolio consists of 
oil and gas investments, venture capital investments 
and private equity placements. In 1984, this segment 
of the portfolio increased from $53 million to $79 million, 
an increase of $26 million or 48%. 


In 1984, the Real Estate portfolio increased in size 
from $204 million to $291 million in invested and 
committed money, representing an increase of $87 
million or 43% over the total at the end of 1983. The 
following table shows the breakdown between invested 
and committed money, and the cost and market value 
of the Real Estate portfolio. 


($ Millions) Real Estate Portfolio 
December 31, 1984 December 31, 1983 
Cost Market Cost Market 
Invested $237 $258 $149 $170 


The largest investment in 1984 was the direct 
purchase by OMERS of slightly less than a 30% interest 
in three regional shopping malls in Edmonton, Red 
Deer and Calgary, Alberta. These malls represent an 
investment of $70 million and the balance of the money 
was directed towards a number of smaller properties. 


FINANCE AND ADMINISTRATION PROGRAM 


The administration of OMERS includes pension 
administration for the basic plan, the remaining supple- 
mentary benefit program and the four plans managed 
by the Board under agreement, which are separate 
and distinct from OMERS. The Board receives manage- 


ment fees for the supplementary benefit program and 
the managed plans and these fees amounted to 
$505,000 in 1984 as compared to $513,000 in 1983. 


Some important financial highlights for 1984 are as 
follows: 


e member contributions to the basic plan including 
optional service amounts were $193 million, an 
increase of 7% over 1983 


* employer contributions to the basic plan matched 
those of members 


total investment income received in 1984 amounted 
to $525 million with $7 million credited to supple- 
mentary benefits, $60 million to managed plans 
and anet of $458 million to the basic OMERS plan 


¢ 57 supplementary agreements are still operative 
for members with a normal retirement age of 60 
years and assets of $67 million are held for this 
purpose 


benefit payments in 1984 totalled $112 million 
with $87 million paid as monthly pensions to retired 
members or their beneficiaries and the balance 
paid as refunds to members terminating employ- 
ment or transfers to other pension plans. 


In addition to the administration aspects of the various 
pension programs, the Board is also responsible for 
the management and administration aspects of the 
investment program. The Board, with the assistance 
of advisors, has developed expenditure guidelines to 
ensure that administrative expenditures are controlled 
within a framework that allows the various growth 
elements to be managed prudently and properly. 


The guidelines are as follows: 


¢ 1% of member and employer contributions to the 
basic OMERS plan 


¢ 1/10 of 1% of the year end amortized cost of the 
capital market security portion of the investment 
program 


* management fees for supplementary benefits and 
the managed pension plans. 


The following table compares total administrative 
expenditures to the expenditure guideline and the 


percentage column indicates the portion actual expendi- 
tures are of the guideline: 


($ Thousands) Actual Expenditure 
Year Expenditures Guideline Percentage 
1984 $6,117 $8,302 74% 
1983 5,289 7,208 73 
1982 4,362 6,613 66 
1981 3,472 5,431 64 
1980 2,856 4,382 65 


As would be expected in an administrative organiza- 
tion, 60% of the expenditures are related to compen- 
sation and a further 8% to consultants and advisors for 
such specialties as actuarial, medical, legal, audit and 
special investment needs. Accommodation and data 
processing require a further 16% of total expenditures 
and together with staff compensation and special advisor 
fees represent almost 15% of the total expenditure. 


The Board authorized a complement of 113 positions 
for 1984, an increase of 6 over the previous year. Much 
of the day to day administration of OMERS takes place 
in the offices of the 1,052 participating employers and 
this is the first line of communication with members of 
the System. The Board is most appreciative of the 
dedicated work done by many municipal employees 
as well as by the staff of the System. 


THE BOARD AND ITS ADVISORS 


Two new members joined the Board on January 1, 
1984: Mrs. Anne Newman, an employee of the Munici- 
pality of Metropolitan Toronto and Mr. Merv Beckstead, 
Chief Administrative Officer of the City of Nepean. 


On February 13, 1984, Mr. Don McColl, Assistant 
Deputy Minister, Ministry of Treasury and Economics, 
replaced Mr. George Mcintyre on the Board. 


Mr. Grant Boyce continued as Chairman of the Board 
for 1984 and Mr. Sam Dobbin continued as Vice 
Chairman. Also, Messrs. Boyce, Bernardi and Roberts 
continued as Board member representatives on the 
Investment Policy Committee. 


Mr. R.A. Field of the Wyatt Company continued as 
the Board’s actuary and Mr. Purdy Crawford of Osler, 
Hoskin and Harcourt served as the Board's legal advisor. 
Dr. R. G. McKenzie, who has been the Board’s only 
medical advisor, died suddenly on March 24, 1985. As 
the Board’s medical advisor, Dr. McKenzie examined 
each disability claim as well as maintaining statistical 
data on the various types of disability and reporting to 


the Board periodically on this aspect of OMERS. The 
“Doc”, as he was affectionately called, provided a 
valuable service to the Board and membership of the 
System and will be missed by all who knew him. 


CONCLUSION 


The Board is responsible for the sound management 
and administration of the System, the investment of 
funds in capital market securities, the study and 
promotion of improved pension benefits, the continuing 
financial well being of the Fund and all of the attendent 
administrative functions associated with the operation 
of a larger pension plan. 


The Board is again pleased to report in 1984 that 
OMERS is in a sound financial position and should 
remain so in the foreseeable future, benefit improve- 
ments continue to be studied and made and member 
and employer contribution rates are sufficient to fund 
the future accumulation of pensions by the members. 


The members of the Board operate OMERS on behalf 
of the thousands of active and retired members and the 
participating employers with the simple objective of 
ensuring adequate retirement income at reasonable 
and stable costs. The 1984 results indicate a continuing 
progression towards this goal. 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Balance Sheet 
as at December 31, 1984 


Assets 

Investments (note 2) 

Long term receivables (note 4) 
Leasehold improvements (note 1) 
Contributions receivable 
Accounts receivable 

Accrued income 


Cash 


Reserves and Liabilities 
Reserves for: 
basic benefits (note 3) 


supplementary benefits (note 4) 


Deposits from administered pension 
funds (note 5) 


Accounts payable and accruals 


Pension benefits payable 


Signed on behalf of the Board 


See ae Member 


1984 
(000's) 


$5,281,842 
108,084 
249 

37,542 


506 


$5,491,921 


$4,814,414 
66,875 


$4,881,289 


597,789 
12,814 
29 


$5,491,921 


1983 
(O00’'s) 


$4,368,568 
116,900 
301 
47,204 

491 
103,660 

10 


$4,637,134 


$4,070,275 
64,594 


$4,134,869 


$499,299 
2,938 
28 


$4,637,134 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Statement of the Reserves 
for the year ended December 31, 1984 


Basic benefits reserve Supplementary benefits reserve 


(OO0's) (000's) 
1984 1983 1984 1983 
Balance, beginning of year $4,070,275 $3,191,720 $64,594 $190,304 
Increases in Reserves 
Contributions of: 
e Members $ 192,503 $ 179,814 
e Employers, current service 188,266 182,123 $ 3,12 $ 4,069 
¢ Employers, unfunded liabilities 
(note 4) 8,748 124,521 
389,517 486,458 Sale 4,069 
Interest income on unfunded liabilities 12,581 9,794 
Income earned from investments 517,642 418,325 7,036 Ovals 
Administrative expenditures recovered from: 
e Supplementary benefits reserve 32 40 
e Administered pension funds (note 5) 473 473 
Transfer to basic benefits reserve from: 
e Supplementary benefits reserve 7,895 140,815 
Transfer to supplementary benefits reserve from: 
¢ Prior service benefits reserve - 4,361 
Total Increases $ 928,140 $1,055,905 $10,208 $ 15,145 
Decreases in Reserves 
Members’ pensions $ 86,858 $ 69)315 
Members’ contributions plus interest refunded BESTE 26,115 
Transfers to other pension plans 1,548 1,347 
Income credited to administered 
pension funds (note 5) 60,060 47,192 
Closing supplementary agreements 6,041 28,092 
Transfers to basic benefits reserve for: 
e Administrative expenses $ oe $ 40 
e Pension present value 1,854 5,198 
¢ Closing supplementary agreements 6,041 135,617 
Administrative expenditures 6,117 5,289 
Total Decreases $ 184,001 $177,350 $07,927 $140,855 
Balance, end of year $4,814,414 $4,070,275 $66,875 $ 64,594 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Schedule of Administrative Expenditures 
for the year ended December 31, 1984 


1984 
{000's) 
Personnel Services Including Employee Benefits 
Salaries of regular staff $3,045 
Salaries of casual staff 119 
Pensions 223 
Employee benefits 232 
$3,619 
Transportation and Communication 
Travel $ 153 
Telephone 144 
Postage and express 96 
$ 393 
Purchase of Services 
Actuarial 3 eyZ 
Audit 61 
Medical 15 
Legal 124 
Other professional 170 
Recruitment and training 39 
Office rental UPT 
Computer processing 234 
Equipment maintenance 22 
Insurance 4 
Board’s services 133 
Research and information 70 
$1,748 
Materials and Supplies 
Furniture and equipment purchases $ 60 
Supplies and stationery 140 
Publications for members and employers at 
Office alterations 5 
Amortization of Leasehold Improvements 75 
$ 357 
Total Expenditures $6,117 
Distribution 
¢ Pensions $3,461 
¢ Investments 2,656 
$6,117 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 


for the year ended December 31, 1984 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Investments 


Investments are recorded in the accounts at cost. Gains or losses on their disposal are credited or charged 
to income. Income from investments is recorded on the accrual basis. 


Contributions 


Member and employer contributions received subsequent to the year-end, but which are applicable to the 
current year, are recorded as receivables. 


Benefits 


Payments for benefits are recorded in the year in which such payments are made. 


Fixed Assets 


Leasehold improvements are recorded at cost less accumulated amortization. The basis of amortization 
is straight-line over a 5 year period. 


INVESTMENTS 


The following is a description of the investments: 


(a) Province of Ontario debentures issued under section 8(2) & (4) of the Ontario Municipal Employees 
Retirement System Act. 


Weighted Average Cost 
Date of Maturity Interest Rate (O000's) 
December 31, 1993 8.06% $ 129,500 
December 31, 1994 9.50% 148,825 
December 31, 1995 9.70% 182,250 
December 31, 1996 6.00% 20,100 
December 31, 1997 6.30% 24,900 
December 31, 1998 WP 33,100 
December 31, 1999 8.19% 46,700 
December 31, 2000 9.10% 57,600 
December 31, 2001 7.85% 75,000 
December 31, 2002 9.50% 265,800 
December 31, 2003 9.45% 187,950 
December 31, 2006 9.77% 121,300 
$1,293,025 


—=40= 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 
for the year ended December 31, 1984 


INVESTMENTS (continued) 
The weighted average interest rate on the total investment in Ontario debentures is 9.07%. 


Market value for the Ontario debentures has not been determined as these debentures have no quoted 
market value. The values stated remain unchanged from those reported at December 31, 1983. 


(b) Investments commencing September 30, 1975 under section 8(6) of The Ontario Municipal Employees 
Retirement System Act which are subject to the limitations of the regulations of The Pension Benefits Act: 
1984 1983 
(O00’'s) (000’s) 
Market Value Cost Market Value Cost 
Short Term Deposits $ 144,566 $ 144,566 $ 115,063 $ 115,063 
Bonds & Debentures 1,152,914 1,147,217 893,454 911,644 
Mortgages 964,104 942,925 790,663 767,418 
Equities 1,702,944 1,438,150 1,406,256 1,078,744 
Real Estate 258,190 236,612 169,651 149,227 
Venture Capital & Other 79,347 79,347 53,447 53,447 
$4,302,065 $3,988,817 $3,428,534 $3,075,543 
Market value is quoted value for bonds, debentures and equities. 
Market value for mortgages is computed based on market yields. 
Market value for real estate is appraised value as provided by our property managers. 
Market value for venture capital and other has been assumed to equal the cost due to the special nature of 
the investment. 
1984 1983 
(O00’s) (OO0’s) 
(c) Total investments at cost $5,281,842 $4,368,568 


BASIC BENEFITS RESERVE 


The basic benefits reserve is maintained for the payment of pensions to retired members or their bene- 
ficiaries and the future payment of pensions and benefits to contributing members and to terminated 
members who have elected a deferred pension. 


The latest actuarial valuation of the Fund dated January 1, 1984 determined the total actuarial liabilities 
of the Fund for basic benefits to be $4,079,053,000 using the unit credit cost method. The adjusted book 
value of accumulated assets at that date was $4, 188,068,000 resulting in an actuarial surplus of $109,015,000. 


The results of the actuarial valuation projected to December 31, 1984, indicate that the existing levels of 


member and employer contributions are sufficient to meet the cost of benefits earned from January 1, 1984 
to December 31, 1984. 


So 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 
for the year ended December 31, 1984 


SUPPLEMENTARY BENEFITS RESERVES 


Under the terms of The Ontario Municipal Employees Retirement System Act various participating employers 
have entered into agreements with the Board for the provision of supplementary benefits. The supplementary 
reserves represent the net assets available for payment of benefits under the agreements. Each employer is 
responsible, individually, for the funding of such benefits. 


Effective January 1, 1983 all assets and liabilities with respect to prior service agreements were trans- 
ferred to the supplementary reserve. On the same date, the assets and liabilities of most supplementary 
agreements were then transferred to the basic OMERS plan. 


Where the assets transferred from the previous agreements were not sufficient to provide for the liabilities, 
the unfunded amounts were identified and are being paid off by the participating employers. Such unfunded 
liabilities are now recorded in the basic benefits reserve and are offset by a long-term receivable from the 
participating employers, to be paid, with interest, over a period not to exceed 15 years. For any previous 
agreements where the assets were in excess of liabilities, the resulting surplus was refunded to the partici- 
pating employers. 


Supplementary agreements entered into by employers with the Board subsequent to January 1, 1983 are 
subject to a final determination of the actuarial liability for benefits under each agreement. The liabilities 
determined under each new supplementary agreement are recorded in the basic benefits reserve and are offset 
by a long-term receivable from the participating employers with repayment terms similar to those stated above. 


ADMINISTERED PENSION FUNDS 


The administered pension funds (which form part of the Fund and which are administered on behalf of the 
Ontario Council of Regents for Colleges of Applied Arts and Technology, the Ryerson Polytechnical Institute, 
the members of the Legislative Assembly as represented by the Board of Internal Economy [The Caucus 
Employees Retirement Fund] and the Minister of Energy for the Province of Ontario [The Ontario Hydro 
Guarantee Fund]) are credited with amounts which are equal to the income earned by the Fund from the 
investment of the monies deposited in the Fund by the administered pension funds. The Ontario Municipal 
Employees Retirement Board is authorized under the terms of the various management agreements to 
recover its expenses for administering the aforementioned plans. 


COMMITMENTS 
Total investment commitments outstanding at December 31, 1984 amounted to approximately $326 million 
of which $190 million relates to mortgages, $55 million to real estate, $14 million to term lending, $16 million 


to bonds, and the remaining $51 million to venture capital and other. 


The administration of the Fund is conducted on leased premises and the Fund has entered into a lease 
agreement which involves a minimum annual base rental of $518,190 to August 31, 1988. 
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March 29, 1985 


AUDITORS' REPORT TO THE 
ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


We have examined the balance sheet of the Ontario Municipal Employees 
Retirement Fund as at December 31, 1984, and the statement of the reserves 
for the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Fund as at December 31, 1984 and the results of its 
operations for the year ended in accordance with generally accepted 
accounting principles applied on a basis consistent with that of the 
preceding year. 


Nerv » 


CHARTERED ACCOUNTANTS 
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THE Myatt COMPANY 


PENSION PLANS ACTUARIES & CONSULTANTS HALIFAX MONTREAL 
EMPLOYEE BENEFITS OTTAWA TORONTO 
ADMINISTRATIVE SYSTEMS 150 YORK STREET CALGARY VANCOUVER 
INTERNATIONAL BENEFITS SUITE 1700 AND 
RISK MANAGEMENT TORONTO ONTARIO M5H 3S5 PRINCIPAL CITIES 
COMPENSATION PROGRAMS 


AROUND THE WORLD 


EM>=LOYEE COMMUNICATIONS (416) 862-0393 


Actuarial Certificate at December 31, 1984 


Ontario Municipal Employees Retirement Board 


The most recent actuarial valuation of the above Plan was conducted at January 
1, 1984 using the unit credit cost method. 


The results of the valuation disclosed total actuarial liabilities of 
$4,079.053 million in respect of benefits accrued for service to January 1, 
1984. The adjusted book value of accumulated assets at that date was 
$4,188.068 million indicating an actuarial surplus of $109.015 million. 


The results of the valuation at January 1, 1984 also indicated that the 
existing levels of employee and employer contributions are sufficient to meet 
the cost of benefits to be earned each calendar year until the next actuarial 
valuation is made. 

We are of the opinion, therefore, that the assets of the Fund at December ihe 
1984 are sufficient to meet all the liabilities of the Plan in respect of 
services rendered by members up to that date. 

Respectfully submitted 


THE WYATT COMPANY 


March 12, 1985 R. Alvin Field, F.S.A. 
Fellow, Canadian Institute of Actuaries 
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Schedule 1 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 
5 Year Review of Financial Data — 1980 to 1984 


($ Thousands) 


*Investments at Cost 
Provincial Debentures 
Marketable Securities 


*Reserve for 
Basic Benefits 
Prior Service Agreements 
Supplementary Benefit Agreements 
Managed Plans 


Investment Income Earned 
Basic Plan 
Prior Service Agreements 
Supplementary Benefit Agreements 
Managed Plans 


Contributions Received for 
Basic Plan 
Basic Plan Unfunded Liabilities 
Prior Service Agreements 
Supplementary Benefit Agreements 


Payments to Members 
Pensions Paid 
Contributions and 

Interest Refunded 
Transfers to Other Plans 


Administrative Expenditures 
and Recoveries 
Pension Program 
Gross 
Fee Recoveries 
Net 
Investment Program 


Annual Return on Investments at Cost 
Provincial Debentures 
Marketable Securities 
Total Portfolio 


Unaudited figures 


*the amount shown for each year as at December 31 is cumulative 
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1984 1983 1982 1981 1980 
$1,293,025 $1,293,025 $1,293,025 $1,293,025 $1,293,025 
3,988,817 3,075,543 2,440,504 1,776,764 1,215,409 
$5,281,842 $4,368,568 $3,733,529 $3,069,789 $2,508,434 
$4,814,414 $4,070,275 $3,191,720 $2,604,125 $2,118,691 
— - 4,361 4,714 4,929 
66,875 64,594 190,304 176,539 153,088 
597,789 499,299 413,160 340,059 276,819 
$5,479,078 $4,634,168 $3,799,545 $3,125,437 $2,553,527 
$457,582 $371,133 $298,605 $238,447 $177,907 
_ — 225 235 246 
7,036 70S 17,704 14,318 12,703 
60,060 47,192 39,341 31,479 23,930 
$524,678 $425,040 $355,875 $284,479 $214,786 
$376,905 $361,937 $336,368 $289,121 $253,571 
21,329 134,315 _ — a 
= = 32 32 32 
7,036 4,069 41,504 37,507 29,768 
$405,270 $500,321 $377,904 $326,660 $283,371 
$ 86,858 $ 69,315 $ 55,304 $ 45,128 $ 35,480 
23,377 ZASy Wits 16,064 21,676 17,822 
1,548 1,347 1,619 1,106 1,050 
$111,783 $ 96,777 $ 72,987 $ 67,910 $ 54,352 
$ 3,461 3 29)5s) Sem cnGe $ 2,399 $ 2,133 
505 513 832 LOS 640 
$ 2,956 2,446 $ 1,889 $ 1,634 $ 1,493 
2,656 2,330 1,641 1,073 123 
$ 5,612 $ 4,776 $3,530 $2,707 $2,216 
9.07% 9.07% 9.07% 9.07% 9.07% 
12.40% 11.66% 12.13% 12.09% 10.71% 
11.45% 10.80% 10.91% 10.63% 9.74% 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 
5 Year Review of Selected Data — 1980 to 1984 


__ 1984 _ __ 1983 _ __1982_ ENS __1980_ 
xEmployers 
Municipalities 493 490 491 489 487 
School Boards 133 13S 129 126 122 
Other Local Boards 426 423 422 422 418 
1,052 1,046 1,042 1,037 1,027 
*Members Contributing, Employed by 
Municipalities 67,024 65,588 64,510 63,280 61,875 
School Boards Sorzos 32,536 32,027 30,828 30,033 
Other Local Boards 30,168 29,725 29,584 28,929 27,823 
130,445 127,849 126,121 123,037 119,731 
*Members Contributing 
Female 50,005 48,287 46,924 44,827 42,743 
Male 80,440 79,562 79,197 78,210 76,988 
130,445 127,849 126,121 123,037 119,731 
*Normal Retirement Age 65 112,704 110,343 108,855 106,314 103,420 
*Normal Retirement Age 60 17,741 17,506 17,266 16,723 Utsyee sa) 
130,445 127,849 126,121 2S.0Sin 119,731 
*Terminated Members Who Have 
Elected a Deferred Pension 3,786 Suen 3,710 3,326 eiteis)| 
*Number of Pensioners by Type 
of Pension 
Normal Retirement 15,218 14,386 13,442 12,540 11,558 
Early Retirement 4,841 4,034 3,341 2,886 2,451 
Disability Retirement 1 OS 1,603 WEES) 1,379 1,232 
Spouses and Children 6,387 5,590 S10Si 4,505 4,029 
28,151 25,613 23,287 20 19,270 
*Total Membership Comprising 
Contributing Members, Deferred 
Pensions and Pensioners 162,382 WS USS} 153,118 147,673 142,552 
Number of Members 
Enrolled Each Year 11,436 9,901 11,764 14,475 13,914 
Number of Members 
Terminated Each Year 8,840 8,173 8,680 11,169 11,669 
Net Increase in Membership 2,596 1,728 3,084 3,306 2,245 


Unaudited figures 


*Cumulative totals at year end 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


Summary of Historical Highlights 


1962 — An Act establishing the Ontario Municipal 
Employees Retirement System was given Royal Assent 
on April 18th. 

1963 — The first members of the System were enrolled 
on January ist and the first contributions received 
one month later. 

1965 — Amendments were made for the “locking-in’” 
of contributions as required under the Pension Benefits 
Act. 

After July 1, 1965 all persons engaged by a municipality 
or local board must participate in OMERS to receive 
pension benefits. 

Provision was made for OMERS to manage and 
administer other pension plans. 


1966 — The contributions and benefits were integrated 
with the contributions and benefits of the Canada 
Pension Plan. 


Employees of electric utilities became members of 
OMERS for the first time. 


1967 — The supplementary benefit program was 
introduced. 

1968 — The eleven member Board was appointed by 
the Lieutenant Governor in Council on January 1. 


The interest rate on the special Provincial debentures 
issued to OMERS at each year end was increased 
from 5% to 6%%. 

The benefit formula was increased 10% from 2% of 
career earnings to 2.2% of career earnings. 

1969 — A disabled widower was extended the same 
benefits as a widow on the death of a member. 


1970 — The interest rate on the special Provincial 
debentures issued to the Board at each year end was 
changed from 6%% to the average borrowing costs of 
the Province during a year. 

All basic pension benefits earned or payable on 
December 31, 1970 were increased by 10%. 


1971 — All basic pension benefits earned or payable 
at December 31, 1971 were increased by 5%. 

In addition to the 50% widows’ and disabled widowers’ 
pensions payable on the death of a member, a further 
pension of 10% for each child of the deceased member 
to a maximum of 25% was introduced. 


1972 — Councillors became eligible for membership 
in the System. 

All basic pension benefits earned or payable on 
December 31, 1972 were increased by 5%. 

1973 — Anemployer could improve the pensions being 
paid to retired employees through the System. 


Rates of interest on special Provincial debentures issued 
to the Board during the years 1963 to 1969 were 
retroactively adjusted. 

All basic pension benefits earned or payable at 
December 31, 1973 were increased by 5%. 

1974 — A portion of available funds could be invested 
in marketable securities under the provisions of the 
Pension Benefits Act commencing in 1975. 

1975 — All basic pension benefits earned by active 
and deferred members as at December 31, 1975 were 
increased by 10%. 

All pensions being paid to retired members on 
December 31, 1975 were increased by 10%. 


A widower of a member became entitled to the same 
50% pension as a widow on the death of a member. 


Board authorized to invest a portion of funds in capital 
market securities. 


1976 — Optional service, being service with another 
governmental employer or war service, was added to 
the supplementary benefit program. 

1978 — Pension formula changed from 2.2% career 
average earnings basis to a 2% final average earnings 
basis. 


All pensions being paid to retired members on 
December 31, 1977 were increased by 3% from March 
1, 1978. 


1979 — All available funds invested in capital market 
securities. 

1980 — All pensions being paid to retired members on 
January 1, 1979 were increased by 4% from January 1, 
1981. 


1981 — Spousal benefits no longer cease on remarriage 
and the reduction in the spouse pension when the 
spouse is more than 10 years younger than spouse 
was eliminated. 


1982 All pensions being paid to retired members on 
December 1, 1981 were increased 4% from July 1, 1982. 
1983 All pensions being paid to retired members on 
December 1, 1982 were increased 4% from July 1, 
1983. All vested deferred pensions were similarly in- 
creased plus a retroactive adjustment for increases 
granted to pensions in 1982, 1981, 1980 and 1978. 


“90 Factor” unreduced early retirement pensions 
were introduced. 


1984 — All pensions being paid to retired members on 
December 1, 1983 were increased 4% from July 1, 1984. 
All vested deferred pensions and all fixed amounts of 
pensions were similarly increased. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


Summary of Benefits 


as at December 31, 1984 


Basic Benefits 


Normal retirement at age 65 — except policemen and 
firemen who may retire at age 60. 


The annual normal retirement pension payable to a member 
is 2% of pensionable earnings multiplied by years of credited 
service, reduced when the member becomes entitled to a 
pension under the Canada Pension Plan. In this formula: 


“yensionable earnings” means the annual average of the 
60 highest consecutive months of earnings; 


“credited service” means service when contributions have 
been made, transferred in service and past service under a 
full Type 1 supplementary benefit; 


“CPP reduction” means 0.7% of the annual average of the 
Year’s Maximum Pensionable Earnings under the CPP in the 
year of retirement and the two preceding years times credited 
service since January 1, 1966. 


A total disability retirement benefit for a disability that, in 
the first two years, renders amember incapable of performing 
the duties of his or her position and thereafter of any 
substantially gainful employment. The totally disabled member 
may continue to accrue credited service without contribution 
until normal retirement age or may elect a disability pension. 


A pension for life to a widow or widower of one-half the 
member's pension plus 10% for each child under 21 years of 
age to a maximum of 25% and, where there is no widow or 
widower, a pension of one-half the member's pension to the 
child or children of the member under 21 years of age. 


A deferred pension, payable at normal retirement age, ifa 
member ceases to be employed before his normal retirement 
date. The pension benefits earned by a member under the 
System vest immediately in the member. 


An early retirement pension, commencing within the 10 
year period before normal retirement age payable without 
reduction if the age and service of the member totals 90 or 
more or reduced 5% per year. 


A refund of the contributions of a member plus interest if 
the member terminates his employment, except if at termination 
the member has 10 years of continuous service with the 
employer and is over 45 years of age, then his contributions 
made after January 1, 1965 may not be refunded. 


Portability of the credited service if a member transfers 
employment from one participating employer to another or 
to other governmental pension plans under special reciprocal 
transfer agreements. 


= 


Supplementary Benefits (provided by an agreement between 
a participating employer and OMERS) 


Full Type 1 — Final Average Earnings, Past Service Pension 


The full Type 1 provides for the service of amember before 
the member’s employer participated in OMERS (past service) 
to become credited service in the basic plan and be fully 
portable within the System. Any pension earned under a 
previous pension plan for the same period of past service 
is deducted from the pension from OMERS. 


Partial Type 1 — Final Average Earnings, Past Service Pension 


The partial Type 1 provides a portion of a benefit based on 
2% of final average earnings and service before the member's 
employer participated in OMERS (past service). Any pension 
earned under a previous pension plan for the same period 
of past service is deducted from the pension from OMERS. 


Type 2 — Current Average Earnings, Past Service Pension 


As of January 1, 1983 this type of supplementary benefit 
is no longer available although all existing agreements at 
the end of 1982 will continue to operate and member pension 
amounts are protected. 


Type 3 — Unreduced Early Retirement Pension for Members 
with a Normal Retirement Age of 60 Years 


The Type 3 benefit provides for payment of an unreduced 
pension if a member retires within 10 years of normal re- 
tirement date under the following conditions: 


(a) completion of 30 or more years of service with the em- 
ployer, or 
(b) due to permanent partial disability as determined by the 
employer. 


Type 3 — Unreduced Early Retirement Pension for Members 
with a Normal Retirement Age of 65 Years 


The Type 3 benefit provides for payment of an unreduced 
pension only if a member retires within 10 years of normal 
retirement date due to permanent partial disability as de- 
termined by the employer. 


Optional Service — The service of amember with another 
governmental employer or war service may be added to a 
Type 1 or Type 2 benefit and the member must contribute on 
a formula basis to be entitled to this service. This service 
becomes additional past service of the member. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 


($ Thousands) 


Summary of Marketable Securities 


as at December 31, 1984 


Amortized Percentage Yield on Estimated 
Book of Book Market 
Value Portfolio Value Value* 
Short Term $ 144,566 3.6% 10.32% $ 144566 
Bonds 
Government — Canada $ 414,641 10.4% 12.18% $ 420,847 
— Provincial 310,432 728 12.08 309,142 
— Municipal 23,366 0.5 10.66 20,636 
Corporate 307 ,884 Teall 12.87 311,066 
World Bank 6,149 0.2 10.59 6,478 
Term Loans 84,745 2.1 Ae 84,745 
Total Bonds $1,147,217 PX TY 12.44% $1,152,914 
Mortgages 
Residential 
— Single Family 3 IAS, 0.3% 12657 $ 12,651 
— Rental 744,106 18.7 Skil 7/ 752,884 
— Condominium 903 Ont USL 78) 919 
Commercial 
— Rentals 2,104 0.1 13.69 2,191 
— Office Buildings 93,983 os) 12.64 100,596 
— Shopping Centres 59,371 V3) 12a 64,490 
— Hotel 17,263 0.4 oro (eA 
— Retail 3,979 0.1 12.24 3,957 
— Industrial Buildings 8,646 0.2 13.58 8,945 
Total Mortgages $942,926 23.1% 13.07% $964,104 
Equities 
Canada 
Individual Stocks 
— Metals and Minerals $ 87,779 Zee. 3.06% $ 94,795 
— Oil and Gas 213,519 58} 2.21 207,942 
— Paper and Forest Products 61,496 18 ROS 72,390 
— Consumer Products 50,064 ee 6.87 99,608 
— Industrial Products 120,629 3.0 4.60 141,028 
— Real Estate and Construction 22,972 0.6 2.00 27,052 
— Transportation 971 0.1 3.82 Ses, 
— Pipelines 41,851 cla 4.97 Yau ole) 
— Utilities 34,619 0.9 9.16 46,479 
— Communications and Media 18,489 O 3.08 32,410 
— Merchandising 42,240 1.0 3./8 3f,625 
— Financial Services 176,119 4.4 213,445 
— Management Companies 59,810 18 3.90 75,963 
Convertible Debentures 21,986 0.6 8.85 23,885 
Mutual Funds 20,066 0.5 2.08 28,664 
Total Canadian Equities $972,610 24.4% 4.19% $1,139,771 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 


Summary of Marketable Securities 
as at December 31, 1984 


($ Thousands) 


Amortized 
Book 
Value 
Equities (continued) 
Non-Canada (Canadian $) 
United States 
— Individual Stocks 
— Machines $ 12,514 
— Electrical 6,147 
— Metals & Minerals 14,134 
— Pollution Control 6,074 
— Chemicals 6,238 
— Diversified — Building 3,534 
— Misc. & Diversified LOS 
— Office Equipment OtOn 
— Oil — International 18,885 
— Oil — Domestic 9,071 
— Oil Well Equipment 13,147 
— Drugs PAT | 
— Hospital Management 6,085 
— Electrical Appliances 5,408 
— Cosmetics 10,290 
— Autos 3,206 
— Food LODO 
— Photography 11,832 
— Retailing 2,134 
— Banks 10,646 
— Utilities 13,534 
Mutual Funds 110,283 
Global 
— Managed Funds 129,474 
Total Non-Canadian Equities $ 465,540 
Total Equities $1,438,150 
Real Estate 236,611 
Venture Capital & Other 79,347 
Total Market Fund Investments $3,988,817 
*Estimated Market Values 
Bonds: Quoted values 
Mortgages: Computed on current market yields 
Equities: Quoted values 


=)0— 


Percentage Yield on 
of Book 
Portfolio Value 

0.3% 4.43% 
0.2 4.16 
0.4 4.44 
0.2 1.80 
0.2 4.20 
0.1 10.14 
0.4 4.16 
0.5 2.87 
0.5 URE 
0.2 6.55 
0.3 onli 
0.5 5.54 
0.2 2.81 
0.1 3.18 
0.3 7.34 
0.1 6.73 
0.3 8.62 
0.3 5.76 
0.1 8.41 
0.3 6.30 
0.3 10.68 
Dal Salo 
Se = 

WN Sb bve 

36.1% 3.89% 
5.9 8.83 
2.0 10 

100.0% 8.96% 

Real Estate: 


Venture Capital 


& Other: 


Estimated 
Market 
Value* 


$ 13,716 
7,119 
15,677 
6,436 
4,818 


10,869 
VOfee 
25,753 
18,861 
13,390 


10,267 
30,490 
6,057 
6,989 
15,415 


3,488 
20,626 
15,774 

8,063 
12,331 


17,537 
145,384 


136,395 
$ 563,173 


$1,702,944 


258,190 


79,347 


$4,302,065 


Appraised values 
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Rs ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


2 BLOOR STREET WEST (27TH FLOOR). TORONTO, ONTARIO M4W 3E2 (416) 926-2400 


April 24, 1986 


The Honourable Robert Nixon 

Treasurer of Ontario and 
Minister of Economics 

Frost Building South 

7 Queen's Park Crescent 

Toronto, Ontario 

M7A 1Y7 


Dear Mr. Nixon, 


I am pleased to present to you the Annual Report of the Ontario Municipal 
Employees Retirement Board for the year ended December 31, 1985 in 
accordance with subsection 4(8) of the Ontario Municipal Employees 
Retirement Systems Act. 


At the end of 1985 monthly pensions were paid to 30,881 retired members or 
their beneficiaries, contributions were received from 135,098 members and 
1,063 participating employers. Invested assets at book value totalled 
$6.274 billion with $1.293 billion invested in special debentures of the 
Province of Ontario and $4.980 billion invested in capital market 
securities with a market value of $5.798 billion. 


An actuarial valuation of the Fund on January 1, 1985 showed a surplus 
position of $227 million with the current member and employer contribution 
rates sufficient to fund the accumulation of pension benefits in the 
foreseeable future. 


OMERS is managed and administered by the Board on behalf of the many 
thousands of active and retired employees of local governments in Ontario 
and the stewardship of this important aspect of their retirement income is 
a rewarding and challenging experience for each member of the Board. 


The accompanying report is respectfully submitted to you. 
Yours truly, 


Samuel P. Dobbin 
Chairman of the Board 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 
1985 Annual Report 


INTRODUCTION 


1985 marks the twenty-third year of operation for 
the Ontario Municipal Employees Retirement System 
(OMERS) and the eighteenth year that the responsi- 
bility for the management and administration of OMERS 
has been vested in a board appointed by the Lieutenant 
Governor in Council. 


In addition to responsibilities for the basic OMERS 
benefits and supplementary benefits, the Board, under 
agreement and for a fee, manages the pension plans 
of Ryerson Polytechnical Institute, the Colleges of 
Applied Arts and Technology, the Caucus Employees 
of the Legislature and a special guarantee fund related 
to electrical utility restructuring. 


This report covers the main activities of 1985 and, 
through schedules, provides historical data. Also 
included are the audited financial statements and details 
of the actuarial valuation of the Fund. 


MAJOR ACTIVITIES — 1985 


There were no changes to the OMERS Act in 1985 
but there were two amendments to the regulations 
under the Act as follows: 


« A 4% increase to pensions under payment as at 
July 1, 1985 for persons receiving a pension on 
December 1, 1984 and higher pro-rata increases 
for pensions which commenced during 1984 prior 
to December 1.A 4% increase was also granted to 
deferred pensioners as at December 31, 1985 
if the member became entitled to the deferred 
pension on or before December 31, 1984. 


e Also during 1985, the Board reviewed and made 
several recommendations on improved benefits 
under OMERS to the Treasurer of Ontario. The 
Treasurer agreed to meet with the Board on these 
improved benefit recommendations and other 
matters as soon as possible in 1986. 


e In February of 1985, the Board held its regular 
monthly meeting in the City of Nepean and the 
September Board meeting was held in the City of 
Sarnia. In conjunction with these meetings, the 


e 


Board met with representatives of members and 
employers, presented information about OMERS 
and discussed various aspects of the benefits and 
operations of OMERS that were of interest to those 
attending the meetings. In addition, the Board 
held ten monthly meetings in Toronto. 


The Board issued the "OMERS UPDATE’ in Feb- 
ruary, July and December. The goal of this publi- 
cation is to keep members and employers aware 
of the Board's activities during the year. 


At the March Board meeting, representatives of 
the Provincial Federation of Ontario Fire Fighters, 
the Canadian Union of Public Employees (Ontario 
Division) and the Police Association of Ontario 
appeared before the Board and presented separate 
briefs, dealing mainly with the improvement of 
certain benefits under OMERS. The Board re- 
viewed these Briefs with the representatives at 
the meeting and subsequently informed the or- 
ganizations of its views on these matters in writing. 


A participating employer brought an application 
for judicial review of the provisions of the regulation 
related to the 1983 changes to supplementary 
agreements providing unreduced early retirement 
after thirty years of service. The Divisional Court 
found in favour of the participating employer. The 
Board sought and obtained leave to appeal to the 
Court of Appeal from this decision. 


In 1985, the Board changed the method of approval 
with respect to recommendations on action items 
by the Investment Policy Committee. Prior to 1985, 
certain action items were approved by the Invest- 
ment Policy Committee but not by the Board. Now 
all action items that are recommended at an In- 
vestment Policy Committee meeting are approved 
by the Board before becoming effective. Such 
action items include changes to the asset mix, 
quarterly investment programs, and major invest- 
ment items. 


PENSION PROGRAM 


At the end of 1985 there were 504 municipalities, 
133 school boards and 426 other local boards partici- 
pating in OMERS for a total of 1,063 participating 
employers, an increase of 11 employers in 1985. 


There are 135,098 contributing members to the 
System. Just over half are employees of municipalities, 
one quarter are employees of school boards and the 
remainder are employees of other local boards. Two 
out of every five members are female and one in seven 
members is a policeman or fireman with a normal 
retirement age of 60 years. 


OMERS represents a pooling of large and small 
municipal employers. This pool provides a reasonable 
level of pension benefits at stable and reasonable 
contribution rates. This feature of OMERS is emphasized 
by the fact that one half of the participating employers 
have fewer than 25 employees who are members of 
the System. In fact, the average is 9 members each. At 
the other extreme, 59% of the membership is employed 
by 62 employers with an average of 1,307 members. 


Membership activity in 1985 was as follows: 


Contributing Members, January 1, 1985 130,445 
Members enrolled _ 14,694 
145,139 
Terminated members electing a: 
refund of contributions SprsZ 
deferred pension 414 
transfer within OMERS 506 
transfer to another plan aa 
Disabled members electing a waiver 813 
Death of contributing members 276 
Retirements PACES: 10.041 
Contributing members, December 31, 1985 135,098 


Pensioners, January 1, 1985 28,151 
Additions from: 
active members 2,451 
deferred pensions 228 
disability waivers 246 
spousal pensions: 
death of contributing members 186 
death of pensioners 443 
recommencement to remarried 
spouses 25 
unsettled claims 105 3,684 
31,835 
Deletions from: 
death of pensioners 921 
suspended pensioners 11 
cessation of children’s pensions 22 954 
Pensioners, December 31, 1985 30,881 


$108.1 million was paid to pensioners in 1985, an 
increase of 25% over the amount paid in the previous 
year. The following is asummary of the types of pensions 
being paid by OMERS: 


Normal retirement 16,358 
Early retirement 5,719 
Disability retirement 1,843 
Spousal 6,861 
Children’s 100 

30,881 


At the end of 1985, there were 3,805 members who 
had terminated their service and elected a deferred 
pension. During the year, 414 members elected a 
deferred pension on termination of service, 48 mem- 
bers re-enrolled in the system and 347 elected numer- 
ous other benefits. 


On December 31, 1985, there were 7,438 members 
of OMERS with full past service coverage and 985 
members with partial past service coverage. In addi- 
tion, 12,101 members with a normal retirement age of 
60 years were provided a special early retirement 
benefit after 30 years of service. These members were 
covered under sixty-two continuing supplementary 
agreements. 


The Board has the Actuary undertake an actuarial 
valuation of the Fund to monitor the financing of 
OMERS. The latest valuation was prepared with member 
data as at January 1, 1985. The following table shows 
the results and comparable data for the valuation 
undertaken one year earlier. 


Actuarial Valuation Results 


($ Millions) As at January 1 
Actuarial Liabilities 1985 1984 
Present Value of: 
Pensions under payment $ 969.3 SD PES) 
Vested deferred benefits Sen 25.4 
Benefits for present contributors 
and their survivors 3,750.6 SIOZ95 


Additional voluntary 
contribution liability if lf 


Total Liabilities _ 4,752.7 4,079.1 
Fund assets at January 1 __ 4,980.0 4,188.1 
ACTUARIAL SURPLUS & Bere $ 109.0 


The 1985 results are based on actuarial assumptions 
that assume salary increases of 8% per year, Fund 
earnings of 7% per year to the retirement of amember 
and 6% thereafter. The yearly Maximum Pensionable 
Earnings used in 1986 under the Canada Pension 
Plan is the actual rate of $25,800 and it is assumed 
that future increases will be 5% commencing in 1987. 


The valuations are based on an actuarial method 
referred to as the “unit credit cost method” which is 
the minimum funding requirement under the Pension 
Benefits Act (Ontario). The present value of liabilities 
for present contributing members and their survivors 
of $3,750,577 ,000 is based on the credited service of 
each member to January 1, 1985 and on earnings at 
that date projected to normal retirement. 


Based on the above results, OMERS continued to 
be fully funded. Current member and employer contri- 
bution rates appear sufficient to fund the accrual of 
future benefits of members and the System continues 
to operate in a sound financial condition. 


INVESTMENT PROGRAM 


An important aspect of the financial stability of a 
pension plan is the growth of invested assets through 
investment income received or appreciation in the 
market value. OMERS looks to the investment program 
to provide the growth in value of invested assets to 
meet the increasing actuarial liabilities resulting from 
longer periods of service of members in the plan and 
their earning increases over time. 


The Board is responsible for the investment of 
available funds of the basic OMERS plan, the remaining 
supplementary benefits and the four managed plans. 


These investments are pooled and the figures presented 
in this section apply to the total pool of assets. At the 
end of 1985 the invested assets of OMERS were as 
follows: 


($ Millions) Investments as at December 31, 1985 
Market Value Book Value 
Marketable Securities $5,798 83% $4,981 79% 
Special Provincial 
Debentures Ueliile » aA 1,293) 21% 
Total Investments $6,969 $6,274 


*Estimated by OMERS 


A key decision required for the investment of pension 
funds is the percentage or share of funds to be invested 
in different classes of investments. The two main asset 
classes are debt investments and equity investments 
and there are sub-classes within these main classes. 
The Board has adopted an overall asset mix policy on 
the recommendation of the Investment Policy Com- 
mittee of the Board and the advice of Staff. The objective 
of the asset mix policy over time is to provide a 
reasonable expectation of asset value growth to meet 
the future estimated liabilities with a low risk of falling 
short. The current asset mix policy, with percentages 
based on market values, is compared below to the 
actual position as at December 31, 1985. 


Asset Mix Policy 


Policy Range Actual 
Class of Asset High Mid Low 31/12/85 
Short Term BS, 0% O%, Dey 
Debt Investments: 
Bonds 45% 257, 15% Zoos 
Term Loans 5 3 2 2.0 
Mortgages AS 22 is ZN 
60% 50% 30% 46.9% 
Equity Investments: 
Common Stock 60% 422575 26% ABt8 75 
Real Estate 10 5.0 2 Sy. 
Venture Capital 
& Other 3 225 2 2.4 
60% 50% 30% 50.8% 
100% 100% 


During 1985 funds invested in capital market securi- 
ties grew from $4,302 million to $5,798 million at 
market value, an increase of 35%. This change is the 
result of new cash flow from member and employer 
contributions, investment income and realized and un- 
realized capital gains. In summary by asset class, the 
changes in market value in 1985 are as follows: 


MARKET VALUE CHANGE IN 1985 


($ Millions) 
Market Cash Capital Gains Market 

Asset Value Flow (Losses) Value 
Class 31/12/84 1985 Realized Unrealized 31/12/85 
Short Term SeeZ. See Sloe 
Bonds 1,068 200 oS $ 95 1,366 
Term Loans 85 29 114 
Mortgages 964 184 76 1,224 
Common 

Stock 1,720 475 143 179 PSST 
Real Estate 258 39 1 if 305 
Venture Capital 

and Other 79 61 140 
Total $4,302 $992 $147 $ 357 $5,798 


The table below shows the annual rate of return for 
the last five years for the marketable securities and 
total investments (the combined marketable securities 
and special Provincial debentures). These rates of re- 
turn are based on the realized and unrealized gains 
and income re-invested but excluding pension con- 
tribution cash flows. 


Annual Rates of Return 


Capital Total 
Market Invest- 
Year Securities ments 
1985 23.5% 23.9% 
1984 9.5 11.0 
1983 20.4 lay 
1982 Zou Son 
1981 BS) (0.6) 
5 year period 1981-1985 16.1 16.0 


During the five year period, the Consumer Price 
Index increased at an annual rate of 6.8%. The annual 
real rate of return (rate of return less CPI) for the five 
year period 1981 to 1985 was 9.3% for the capital 
market security portion and 9.2% for total investments. 
Also, a private pension fund performance measure- 
ment service has indicated that the annual rate of 
return for the average fund for the five year period 
1981 to 1985 was 14.8%. 


These rates of return are measured from the market 
value of investments and include unrealized capital 
gains and should not be confused with the annual rate 
of return based on the investments at cost and reported 
on schedule 1. The return on investments (Shown on 
schedule 1) is used to determine increases to pensions 
each year. 


The Canadian economy put in a solid performance 
in 1985, expanding 4.5% in real terms — double the 
growth rate recorded in the United States. At the same 
time, inflation remained under control, averaging 4% 
for the year, and interest rates continued their down- 


ward trend. The yield on long term Government of 
Canada bonds fell to 10.1% by December 31, 1985, 
compared with 11.7% a year earlier and the closely- 
watched chartered bank prime lending rate fell to 10.0% 
from 11.25%. Rates might have fallen even further, 
had the Canadian dollar not continued its 10 year 
slide, coming to rest at 71.5 cents (U.S.) by year-end 
(down 4 cents from a year earlier). The steady im- 
provement in economic conditions helped to gener- 
ate some 370,000 new jobs in Canada, although the 
unemployment rate remained distressingly high: 10% 
at year end, compared with 10.8% a year earlier. 


On the international front, there were three events 
which are expected to have major impacts on the 
world economy in 1986 and beyond. The first of 
those was a dramatic decline in the value of the U.S. 
dollar, which is expected to produce a restructuring 
of world trade flows and a general easing of protect- 
ionist sentiment in the United States. A second event 
was the passage of the Gramm-Rudman-Hollings am- 
endment by the U.S. Congress, which promises to 
eliminate the federal deficit in five years time, thereby 
reducing upward pressure on interest rates. The third 
major event, beginning around the end of the year and 
gathering momentum in early 1986, was the slide in 
world oil prices, precipitated by the abrupt reversal 
of Saudi Arabian oil policy to protect their market 
share regardless of the price consequences. Lower 
oil prices will hurt Canadian oil producers and their 
creditors, and their problems should not be under- 
estimated. However, in time, the Canadian economy 
will benefit from a substantial reduction in energy 
prices and inflation. 


In considering economic policy, governments have 
found that their options are severely limited. In order 
to curb deficits, they have resorted to both tax in- 
creases and expenditure restraint. However, finance 
ministers are keenly aware that they tread a fine line 
and that too much emphasis on higher taxes could 
easily backfire by hamstringing the economy. Policy 
choices in future will become increasingly difficult. 


The bond market in 1985 continued the pattern set 
by the previous year — a steady downward progress 
in interest rates (long term Canada bond yields re- 
duced by 2%) but even greater volatility in prices. 
This type of market provides both opportunities and 
hazards for fixed income investing and we were pleased 
to be able to maintain a good level of return with net 
purchases of $200 million. Capital gains in excess of 
$2 million were realized and the lending of securities 
produced an increasing source of additional income. 


The short term portfolio continued to provide a good 
level of income as well as the liquidity for other in- 
vestment opportunities. 


In 1985, the term lending portfolio increased in size 
from $85 to $114 million. This represents an increase 
of 34% or $29 million in invested funds over the 
prior year. 


New mortgage commitments totalled $431 million dur- 
ing 1985 with $291 million insured by CMHC under 
the National Housing Act and the balance of $140 
million in commercial properties. 


Five year mortgage rates started the year at 12%, 
rose to 138% by March, and then gradually fell to 10%% 
by year end. Spreads over bond sales, which were very 
narrow in the early part of 1985 due to aggressive 
bidding by institutional lenders, began to widen and 
by year end showed a 125 basis point premium. 


The following table shows the distribution by market 
value of the equity portfolio: 


($ Millions) Equity Portfolio as at December 31 
1985 1984 
Canadian equities $1,666.1 $1,139.8 
U.S. equities 620.7 426.8 
Global equities 229.7 152.8 
$2,516.5 $1,719.4 


Stock markets in the U.S. and Canada achieved 
strong gains in the early part of 1985. Following 
March there was a period of consolidation in North 
American stock markets. The coordinated approach 
by the ‘Group of Five” to lower the value of the U.S. 
dollar in September brought about exceedingly strong 
markets on a world wide basis. This resulted in most 
stock markets achieving gains of well over 25% in 
1985, most of the gain being achieved in the fourth 
quarter. Because of the heavy orientation of the TSE 
300 index towards resource related issues, the Can- 
adian stock market was one of the weakest performers 
on a world-wide basis. Stock market weakness in the 
resource sector, however, allowed OMERS to find 
investments at attractive values. Interest sensitive 
stocks were reduced during the year. Stock lending 
was somewhat hampered during 1985 by a lack of 
demand from investment dealers. OMERS was more 
active, however, in writing covered calls during the 
year. Realized gains on equities amounted to $143 
million during 1985 compared with $86 million in 1984. 


The Venture Capital and Other portfolio consists 
of oil and gas investments, venture capital investments 
and private equity placements. In 1985, this segment 
of the portfolio increased from $79 to $140 million, 
an increase of $61 million or 77%. 


In 1985, the Real Estate portfolio increased in size 
from $291 to $303 million in invested and committed 


money, representing an increase of $12 million or 
4.1% over the total at the end of 1984. The following 
table shows the change in the Real Estate portfolio 
cost and market values of invested money between 
1984 and 1985. 


($ Millions) Real Estate Portfolio as at December 31 
1985 1984 
Cost Market Cost Market 

Invested 

Money $275 $305 $237 $258 
Outstanding 

Commitments — 28 28 _ 54 54 
Total $303 $3383 $201 $312 


Investment activity in 1985 was split between the 
Constitution Square development project in Ottawa 
and a number of smaller projects through several real 
estate investment vehicles. 


FINANCE AND ADMINISTRATION PROGRAM 


The administration of OMERS includes pension 
administration for the basic plan, the remaining supple- 
mentary benefit program and the four plans managed 
by the Board under agreement, which are separate 
and distinct from OMERS. The Board receives manage- 
ment fees for the supplementary benefit program and 
the managed plans and these fees amounted to 
$565,000 in 1985 as compared to $505,000 in 1984. 


Some important financial highlights for 1985 are as 
follows: 


* member contributions to the basic plan including 
optional service amounts were 202.5 million, an 
increase of 6.4% over 1984 


employer contributions to the basic plan matched 
those of members 


total investment income received in 1985 amounted 
to $651 million with $8 million credited to supple- 
mentary benefits, $74 million to managed plans 
and $569 million to the basic OMERS plan 


62 supplementary agreements are still operative 
for members with a normal retirement age of 60 
years and assets of $77 million are held for this 
purpose 


* benefit payments in 1985 totalled $137 million 
with $108 million paid as monthly pensions to retired 
members or their beneficiaries and the balance 
paid as refunds to members terminating employ- 
ment or transfers to other pension plans. 


In addition to the administration aspects of the various 
pension programs, the Board is also responsible for 
the management and administration aspects of the 
investment program. The Board, with the assistance 
of advisors, has developed expenditure guidelines to 
ensure that administrative expenditures are controlled 
within a framework that allows the various growth 
elements to be managed prudently and properly. 


The guidelines are as follows: 


* 1% of member and employer contributions to the 
basic OMERS plan 


* 1/10 of 1% of the year end amortized cost of the 
capital market security portion of the investment 
program 


* management fees for supplementary benefits and 
the managed pension plans. 


The following table compares total administrative 
expenditures to the expenditure guideline and the 
percentage column indicates the portion actual expendi- 
tures are of the guideline: 


($ Thousands) Actual Expenditure 
Year Expenditures Guideline Percentage 
1985 $8,200 $8,614 95% 
1984 6,117 8,302 74% 
1983 5,289 7,208 13% 
1982 4,362 6,613 66% 
1981 3,472 5,431 64% 
1980 2,856 4,382 65% 


As would be expected in an administrative organiza- 
tion, 52% of the expenditures are related to compen- 
sation and a further 11% to consultants and advisors for 
such specialties as actuarial, medical, legal, audit and 
special investment needs. Accommodation and data 
processing require a further 19% of total expenditures. 


The Board authorized acomplement of 125 positions 
for 1985, an increase of 6 over the previous year. Much 
of the day to day administration of OMERS takes place 
in the offices of the 1063 participating employers and 
this is the first line of communication with members of 
the System. The Board is most appreciative of the 
dedicated work done by many municipal employees 
as well as by the staff of the System. 


THE BOARD AND ITS ADVISORS 


During 1985 two members vacated their positions 
on the Board — Mrs. Anne Newman resigned on July 
19th and Mr. Ron Bevan retired on September 21st. 
These positions remain vacant. 


Mr. Sam Dobbin replaced Mr. Grant Boyce as Chair- 
man of the Board for 1985, and Mr. Malcolm Scott 
became Vice-Chairman. As the new Chairman of the 
Board, Mr. Dobbin automatically took Mr. Boyce’s 
position on the Investment Policy Committee. He was 
joined on that committee by Messrs. Merv Beckstead 
and Ted Matthews as Board members, replacing 
Messrs. Roy Bernardi and Al Roberts. 


Mr. R.A. Field of the Wyatt Company continued as 
the Board's actuary, and Mr. Purdy Crawford of Osler, 
Hoskin and Harcourt was replaced as the Board's legal 
advisor in mid-year by Mr. Maurice Coombs. Also in 
mid-year, Dr. Alexander Roberts replaced the late 
Dr. R. G. McKenzie as the Board's medical advisor. 
As such, Drs. McKenzie and Roberts examined each 
disability claim, maintained statistical data on the 
various types of disability, and reported periodically 
to the Board on this aspect of OMERS. 


CONCLUSION 


The Board is responsible for the sound management 
and administration of the System, the investment of 
funds in capital market securities, the study and 
promotion of improved pension benefits, the continuing 
financial well being of the Fund and all of the attendent 
administrative functions associated with the operation 
of a larger pension plan. 


The Board is again pleased to report in 1985 that 
OMERS is in a sound financial position and should 
remain so in the foreseeable future. Benefit improve- 
ments continue to be studied and made. Member and 
employer contribution rates are sufficient to fund the 
future accumulation of pensions by the members. 


The members of the Board operate OMERS on behalf 
of the thousands of active and retired members and their 
participating employers. The Board's objective is to 
ensure adequate retirement income at reasonable and 
stable costs. The 1985 results indicate a continuing 
progression towards this goal. 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Balance Sheet 
as at December 31, 1985 


Assets 

Investments (note 2) 

Long term receivables (note 5) 
Fixed assets (note 3) 
Contributions receivable 
Accounts receivable 


Accrued income 


Reserves and Liabilities 
Reserves for: 
basic benefits (note 4) 


supplementary benefits (note 5) 


Deposits from administered pension 
funds (note 6) 


Accounts payable and accruals 


Pension benefits payable 


Signed on behalf of the Board 


oe 


Member 


1985 
(O00's) 


$6,274,012 
142,553 
764 

38,229 


551 


55,879 


$6,511,988 


$5,706,521 
76,579 


$5,783,100 


713,283 
1S ReV AS) 
30 


$6,511,988 


1984 
(O00's) 


$5,281,849 
108,084 
249 

37,542 


506 


63,691 


$5,491,921 


$4,814,414 
66,875 


$4,881,289 


S89 
12,814 
29 


$5,491,921 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Statement of the Reserves 
for the year ended December 31, 1985 


Balance, beginning of year 
Increases in Reserves 
Contributions of: 
¢ Members 
« Employers, current service 
e Members, unfunded liabilities 
e Employers, unfunded liabilities 
(note 4) 


Interest income on unfunded liabilitiies 


Income earned from investments 
Administrative expenditures recovered from: 
« Supplementary benefits reserve 


e Administered pension funds (note 5) 


Transfer to basic benefits reserve from: 


« Supplementary benefits reserve 


Total Increases 


Decreases in Reserves 
Members’ pensions 
Members’ contributions plus interest refunded 
Transfers to other pension plans 
Income credited to administered 
pension funds (note 5) 
Closing supplementary agreements 
Transfers to basic benefits reserve for: 
« Administrative expenses 
e Pension present value 
* Closing supplementary agreements 
Administrative expenditures 


Total Decreases 


Balance, end of year 


Basic benefits reserve 


(000's) 
1985 1984 
$4,814,414 $4,070,275 
$202:984 $ 192,503 
202 367 188,266 

6,115 
41,064 8,748 
$ 452,480 SIRSSo Our 
WKS 12,581 
643,084 517,642 
41 Sz 
524 473 
PROTA 7,895 
$1,110,932 $ 928,140 
$ 108,092 $ 86,858 
27,094 ool 
Los 1,548 
TES TAO 60,060 
217 6,041 
8,200 6,117 
$ 218,825 $ 184,001 
$5,706,521 $4,814,414 


Supplementary benefits reserve 


(000’s) 

1985 1984 
$66,875 $64,594 
$2 4ute7 $ grire. 
$044 2% $ 3,172 
8,289 7,036 
$12,416 $10,208 
$. 844 ee 
2,454 1,854 
OAT 6,041 
$22,742 Seen 
$66,875 


$76,579 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Schedule of Administrative Expenditures 
for the year ended December 31, 1985 


1985 
{000's) 
Personnel Services Including Employee Benefits 
Salaries of regular staff $3,584 
Salaries of casual staff 200 
Pensions 255 
Employee benefits 272 
$4,311 
Transportation and Communication 
Travel $ 189 
Telephone 154 
Postage and express 105 
$ 448 
Purchase of Services 
Actuarial $ 125 
Audit 84 
Medical 2S, 
Legal 283 
Other professional 392 
Recruitment and training 46 
Office rental 746 
Computer processing 796 
Equipment maintenance 34 
Insurance 6 
Board's services IZ 
Research and information 15s 
$2,815 
Materials and Supplies 
Furniture and equipment purchases $ 134 
Supplies and stationery 178 
Publications for members and employers Ue 
Office alterations 8 
Amortization of leasehold improvements 83 
Depreciation of fixed assets 150 
$ 626 
Total Expenditures $8,200 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 


for the year ended December 31, 1985 


SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 


Investments 


Investments are recorded in the accounts at cost. Gains or losses on their disposal are credited or charged 
to income. Income from investments is recorded on the accrual basis. 


Contributions 


Member and employer contributions received subsequent to the year-end, but which are applicable to the 
current year, are recorded as receivable. 


Benefits 


Payments for benefits are recorded in the year in which such payments are made. 


Fixed Assets 


Leasehold improvements and computer equipment are recorded at cost and are amortized and depre- 
ciated respectively on a straight line basis over 5 years. 


INVESTMENTS 


Investments as defined in section 8(4) and section 8(6) of The Ontario Municipal Employees Retirement 
System Act are subject to the limitations of the regulations of The Pension Benefits Act. 


1985 1984 
(000's) (O00's) - 
Market Value Cost Market Value Cost 
Short Term Deposits S Wil Sor Sie od OOM, $ 128,166 $ 128,166 
Bonds & Debentures 2 UU 25 2,668,988 2,445,939 2,440,242 
Mortgages 1,224,082 teiceleS 964,104 942,925 
Equities 2,516,480 1,930,422 1,719,351 1,454,557 
Real Estate 305,092 275,416 258,190 236,612 
Venture Capital & Other 140,151 140,151 79,347 79,347 
$7,090,969 $6,274,012 $5,595,097 $5,281,849 


Bonds and debentures include $1,293,025,000 (1984 — $1,293,025,000) of Province of Ontario de- 
bentures bearing a weighted average interest rate of 9.07% and maturing at various dates beginning on 
December 31, 1993 through to December 31, 2006. 


Market value is quoted value for bonds, debentures, (excluding Ontario debentures) and equities. 


Market value for Ontario debentures has been assumed to equal the cost as these debentures have 
no quoted market value. The values stated remain unchanged from those reported at December 31, 1984. 


Market value for mortgages is computed based on market yields. 


oO 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 
for the year ended December 31, 1985 


INVESTMENTS (continued) 


Market value for real estate is appraised value as provided by our property managers. 


Market value for venture capital and other has been assumed to equal the cost due to the special nature of 
the investment. 


FIXED ASSETS 


1985 1984 
Accumulated 
Depreciation & 


Cost Amortization Net Net 
(O00’s) (O00's) (O00's) (O00's) 

Leasehold improvements $ 399 $233 $166 $249 
Computer equipment 748 mal O moos lereko 
$1,147 $383 $764 $249 


BASIC BENEFITS RESERVE 


The basic benefits reserve is maintained for the payment of pensions to retired members or their bene- 
ficiaries and the future payment of pensions and benefits to contributing members and to terminated 
members who have elected a deferred pension. 


The latest actuarial valuation of the Fund dated January 1, 1985 determined the total actuarial liabilities 
of the Fund for basic benefits to be $4,752,726,000 using the unit credit cost method. The adjusted book 
value of accumulated assets at that date was $4,979,972,000 resulting in an actuarial surplus of $227 246,000. 


The results of the actuarial valuation projected to December 31, 1985, indicate that the existing levels of 
member and employer contributions are sufficient to meet the cost of benefits earned from January 1, 1985 
to December 31, 1985. 


SUPPLEMENTARY BENEFITS RESERVES 


Under the terms of The Ontario Municipal Employees Retirement System Act various participating employers 
have entered into agreements with the Board for the provision of supplementary benefits. The supplementary 
reserves represent the net assets available for payment of benefits under the agreements. Each employer is 
responsible, individually, for the funding of such benefits. 


Effective January 1, 1983 all assets and liabilities with respect to prior service agreements were trans- 


ferred to the supplementary reserve. On the same date, the assets and liabilities of most supplementary 
agreements were then transferred to the basic OMERS plan. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Notes to the Financial Statements 


for the year ended December 31, 1985 


SUPPLEMENTARY BENEFITS RESERVES (continued) 


Where the assets transferred from the previous agreements were not sufficient to provide for the liabilities, 
the unfunded amounts were identified and are being paid off by the participating employers. Such unfunded 
liabilities are now recorded in the basic benefits reserve and are offset by a long term receivable from the 
participating employers, to be paid, with interest, over a period not to exceed 15 years. For any previous 
agreements where the assets were in excess Of liabilities, the resulting surplus was refunded to the partici- 
pating employers. 


Supplementary agreements entered into by employers with the Board subsequent to January 1, 1983 are 
subject to a final determination of the actuarial liability for benefits under each agreement. The liabilities 
determined under each new supplementary agreement are recorded in the basic benefits reserve and are offset 
by a long-term receivable from the participating employers with repayment terms similar to those stated above. 


ADMINISTERED PENSION FUNDS 


The administered pension funds [which form part of the Fund and which are administered on behalf of the 
Ontario Council of Regents for Colleges of Applied Arts and Technology, the Ryerson Polytechnical Institute, 
the members of the Legislative Assembly as represented by the Board of Internal Economy (The Caucus 
Employees Retirement Fund) and the Minister of Energy for the Province of Ontario (The Ontario Hydro 
Guarantee Fund)] are credited with amounts which are equal to the income earned by the Fund from the 
investment of the monies deposited in the Fund by the administered pension funds. The Ontario Municipal 
Employees Retirement Board is authorized under the terms of the various management agreements to 
recover its expenses for administering the aforementioned plans. 


COMMITMENTS 
Total investment commitments outstanding at December 31, 1985 amounted to approximately $291 million 
of which $212 million relates to mortgages, $28 million to real estate, $14 million to bonds and deben- 


tures, and the remaining $37 million to venture capital and other. 


The administration of the Fund is conducted on leased premises and the Fund has entered into a lease 
agreement which involves a minimum annual base rental of $765,928 to August 31, 1988. 
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AUDITORS' REPORT TO THE 
ONTARIO MUNICIPAL EMPLOYEES RETIREMENT BOARD 


We have examined the balance sheet of the Ontario Municipal Employees 
Retirement Fund as at December 31, 1985, and the statement of the reserves 
for the year then ended. Our examination was made in accordance with 
generally accepted auditing standards, and accordingly included such tests 
and other procedures as we considered necessary in the circumstances. 


In our opinion, these financial statements present fairly the financial 
position of the Fund as at December 31, 1985 and the results of its 
Operations for the year then ended in accordance with generally accepted 


accounting principles applied on a basis consistent with that of the 
preceding year. 
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(416) 862-0393 


Actuarial Certificate at December 31, 1985 
For The 


Ontario Municipal Employees Retirement Board 


The most recent actuarial valuation of the Ontario Municipal Employees 
Retirement System was conducted as at January 1, 1985 using the Unit Credit 
Actuarial Cost Method. 


The results of the valuation disclosed total Actuarial Liabilities of 
$4,752.726 million in respect of benefits accrued for service prior to 
January 1, 1985. The Actuarial Value of Assets at that date was $4,979.972 
million indicating an actuarial surplus or Funding Excess of $227.246 
million. 


The results of the valuation also indicated that the existing levels of 
employee and employer contributions are sufficient to meet the Normal 
Actuarial Cost of benefits to be earned each calendar year until the next 
actuarial valuation is performed. 

We are of the opinion therefore, in accordance with generally accepted 
actuarial principles, that the assets of the Fund at December 31; 1985.are 
sufficient to meet all the liabilities of the Plan in respect of services 
rendered by members up to that date. 

Respectfully submitted 


THE WYATT COMPANY 
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MARTIN J. K. BROWN, F.I.A. 
February 12, 1986 Fellow, Canadian Institute of Actuaries 
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5 Year Review of Financial Data — 1981 to 1985 


($ Thousands) 


*Investments at Cost 
Provincial Debentures 
Marketable Securities 


*Reserve for 
Basic Benefits 
Prior Service Agreements 
Supplementary Benefit Agreements 
Managed Plans 


Investment Income Earned 
Basic Plan 
Prior Service Agreements 
Supplementary Benefit Agreements 
Managed Plans 


Contributions Received for 
Basic Plan 
Basic Plan Unfunded Liabilities 
Prior Service Agreements 
Supplementary Benefit Agreements 


Payments to Members 
Pensions Paid 
Contributions and 

Interest Refunded 
Transfers to Other Plans 


Administrative Expenditures 
and Recoveries 
Pension Program 
Gross 
Fee Recoveries 


Net 
Investment Program 


Annual Return on Investments at Cost 
Provincial Debentures 
Marketable Securities 
Total Portfolio 


Unaudited figures 


Schedule 1 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 


*the amount shown for each year as at December 31 is cumulative 


5 — 


1985 1984 1983 1982 1981 
$1,293,025 $1,293,025 $1,293,025 $1,293,025 $1,293,025 
4,980,987 3,988,824 3,075,543 2,440,504 1,776,764 
$6,274,012 $5,281,849 $4,368,568 $3,733,529 $3,069,789 
$5,706,521 $4,814,414 $4,070,275 $3,191,720 $2,604,125 

= = - 4,361 4,714 

76,579 66,875 64,594 190,304 176,539 

713,283 597,789 499,299 413,160 340,059 
$6,496,383 $5,479,078 $4,634, 168 $3,799,545 $3,125,437 
$569,377 $457,582 $371,133 $298,605 $238,447 

= = = 225 235 
8,289 7,036 6,715 17,704 14,318 

13,707 60,060 47,192 39,341 31,479 

$651,373 $524,678 $425,040 $355,875 $284,479 
$405,301 $380,769 $361,937 $336,368 $289,121 

53,196 21,329 134,315 _ — 

= = = 32 32 

4,127 3,172 4,069 41,504 37,507 
$462,624 $405,270 $500,321 $377,904 $326,660 
$108,092 $ 86,858 $ 69,315 $ 55,304 $ 45,128 
27,094 23,377 AI NS 16,064 21,676 
1,515 1,548 1,347 1609 1,106 

$136,701 $111,783 $ 96,777 $ 72,987 $ 67,910 

$ 3,573 $ 3,461 SS ZI) Se a2i $ 2,399 
565 505 513 832 765 

$ 3,008 $ 2,956 2,446 $ 1,889 $ 1,634 
4,627 2,656 2,330 1,641 1,073 
SEEAOSS $ 5,612 $ 4,776 $ 3,530 See LON 
9.07% 9.07% 9.07% 9.07% 9.07% 
12.69% 12.40% 11.66% 12.13% 12.09% 
11.83% 11.45% 10.80% 10.91% 10.63% 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 
5 Year Review of Selected Data — 1981 to 1985 


__ 1985 _ __ 1984 __ 1983 _ __ 1982 _ __ 1981 
xEmployers 
Municipalities 504 493 490 491 489 
School Boards 133 1kexe} 133 129 126 
Other Local Boards 426 426 423 ween 422 422 
1,063 1,052 1,046 1,042 1,037 
*Members Contributing, Employed by 
Municipalities 69,469 67,024 65,588 64,510 63,280 
School Boards 34,568 33,253 32,536 32,027 30,828 
Other Local Boards 31,061 30,168 29,725 29,584 28,929 
135,098 130,445 127,849 126,121 123,037 
*Members Contributing 
Female 52,880 50,005 48,287 46,924 44 827 
Male 82,218 80,440 79,562 79,197 78,210 
135,098 130,445 127,849 126,121 123,037 
*Normal Retirement Age 65 116,937 112,704 110,343 108,855 106,314 
xNormal Retirement Age 60 18,161 _17,741 17,506 _ 17,266 16,723 
135,098 130,445 127,849 126,121 123,037 
*Terminated Members Who Have 
Elected a Deferred Pension 3,805 3,786 Swe 3,710 3,326 
*Number of Pensioners by Type 
of Pension 
Normal Retirement 16,358 15,218 14,386 13,442 12,540 
Early Retirement 5,719 4,841 4,034 3,341 2,886 
Disability Retirement 1,843 FLOSS 1,603 1,473 1,379 
Spouses and Children 6,961 6,387 5,590 5,031 4,505 
30,881 28,151 25,613 2S2Sih 21,310 
*Total Membership Comprising 
Contributing Members, Deferred 
Pensions and Pensioners 169,784 162,382 WS AS) 1oowale 147,673 
Number of Members 
Enrolled Each Year 14,694 11,436 9,901 11,764 14,475 
Number of Members 
Terminated Each Year 10,041 8,840 8,173 8,680 11,169 
Net Increase in Membership 4,653 2,596 1,728 3,084 3,306 


Unaudited figures 


*Cumulative totals at year end 
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Schedule 3 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 
Summary of Historical Highlights 


1962 — An Act establishing the Ontario Municipal 
Employees Retirement System was given Royal Assent 
on April 18th. 


1963 — The first members of the System were enrolled 
on January ist and the first contributions received 
one month later. 


1965 — Amendments were made for the “locking-in” 
of contributions as required under the Pension Benefits 
Act. 


After July 1, 1965 all persons engaged by a municipality 
or local board must participate in OMERS to receive 
pension benefits. 


Provision was made for OMERS to manage and 
administer other pension plans. 


1966 — The contributions and benefits were integrated 
with the contributions and benefits of the Canada 
Pension Plan. 


Employees of electric utilities became members of 
OMERS for the first time. 


1967 — The supplementary benefit program was 
introduced. 

1968 — The eleven member Board was appointed by 
the Lieutenant Governor in Council on January 1. 


The interest rate on the special Provincial debentures 
issued to OMERS at each year end was increased 
from 5% to 64%%. 

The benefit formula was increased 10% from 2% of 
career earnings to 2.2% of career earnings. 

1969 — A disabled widower was extended the same 
benefits as a widow on the death of a member. 


1970 — The interest rate on the special Provincial 
debentures issued to the Board at each year end was 
changed from 6%% to the average borrowing costs of 
the Province during a year. 


All basic pension benefits earned or payable on 
December 31, 1970 were increased by 10%. 


1971 — All basic pension benefits earned or payable 
at December 31, 1971 were increased by 5%. 


In addition to the 50% widows’ and disabled widowers’ 
pensions payable on the death of a member, a further 
pension of 10% for each child of the deceased member 
to a maximum of 25% was introduced. 


1972 — Councillors became eligible for membership 
in the System. 

All basic pension benefits earned or payable on 
December 31, 1972 were increased by 5%. 

1973 — Anemployer could improve the pensions being 
paid to retired employees through the System. 

Rates of interest on special Provincial debentures issued 
to the Board during the years 1963 to 1969 were 
retroactively adjusted. 


All basic pension benefits earned or payable at 
December 31, 1973 were increased by 5%. 


1974 — Aportion of available funds could be invested 
in marketable securities under the provisions of the 
Pension Benefits Act commencing in 1975. 


1975 — All basic pension benefits earned by active 
and deferred members as at December 31, 1975 were 
increased by 10%. 


All pensions being paid to retired members on 
December 31, 1975 were increased by 10%. 


A widower of a member became entitled to the same 
50% pension as a widow on the death of a member. 


Board authorized to invest a portion of funds in capital 
market securities. 


1976 — Optional service, being service with another 
governmental employer or war service, was added to 
the supplementary benefit program. 


1978 — Pension formula changed from 2.2% career 
average earnings basis to a 2% final average earnings 
basis. 


All pensions being paid to retired members on 
December 31, 1977 were increased by 3% from March 
1, 1978. 


1979 — All available funds invested in capital market 
securities. 


1980 — All pensions being paid to retired members on 
January 1, 1979 were increased by 4% from January 1, 
1981. 

1981 — Spousal benefits no longer cease on remarriage 
and the reduction in the spouse pension when the 
spouse is more than 10 years younger than spouse 
was eliminated. 


1982 All pensions being paid to retired members on 
December 1, 1981 were increased 4% from July 1, 1982. 


1983 All pensions being paid to retired members on 
December 1, 1982 were increased 4% from July 1, 
1983. All vested deferred pensions were similarly in- 
creased plus a retroactive adjustment for increases 
granted to pensions in 1982, 1981, 1980 and 1978. 


“90 Factor’ unreduced early retirement pensions 
were introduced. 


1984 — All pensions being paid to retired members on 
December 1, 1983 were increased 4% from July 1, 1984. 
All vested deferred pensions and all fixed amounts of 
pensions were similarly increased. 


1985 — All pensions being paid to retired members on 
December 1, 1984 were increased 4% from July 1, 1985. 
All vested deferred pensions and all fixed amounts of 
pensions were similarly increased. 
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Schedule 4 


ONTARIO MUNICIPAL EMPLOYEES RETIREMENT SYSTEM 


Summary of Benefits 


as at December 31, 1985 


Basic Benefits 


Normal retirement at age 65 — except policemen and 
firemen who may retire at age 60. 


The annual normal retirement pension payable to a member 
is 2% of pensionable earnings multiplied by years of credited 
service, reduced when the member becomes entitled to a 
pension under the Canada Pension Plan. In this formula: 


“pensionable earnings” means the annual average of the 
60 highest consecutive months of earnings; 


“credited service” means service when contributions have 
been made, transferred in service and past service under a 
full Type 1 supplementary benefit; 


“CPP reduction” means 0.7% of the annual average of the 
Year's Maximum Pensionable Earnings under the CPP inthe 
year of retirement and the two preceding years times credited 
service since January 1, 1966. 


A total disability retirement benefit for a disability that, in 
the first two years, renders amember incapable of performing 
the duties of his or her position and thereafter of any 
substantially gainful employment. The totally disabled member 
may continue to accrue credited service without contribution 
until normal retirement age or may elect a disability pension. 


A pension for life to a widow or widower of one-half the 
member's pension plus 10% for each child under 21 years of 
age to a maximum of 25% and, where there is no widow or 
widower, a pension of one-half the member's pension to the 
child or children of the member under 21 years of age. 


A deferred pension, payable at normal retirement age, if a 
member ceases to be employed before his normal retirement 
date. The pension benefits earned by a member under the 
System vest immediately in the member. 


An early retirement pension, commencing within the 10 
year period before normal retirement age payable without 
reduction if the age and service of the member totals 90 or 
more or reduced 5% per year. 


A refund of the contributions of a member plus interest if 
the member terminates his employment, except if at termination 
the member has 10 years of continuous service with the 
employer and is over 45 years of age, then his contributions 
made after January 1, 1965 may not be refunded. 


Portability of the credited service if a member transfers 
employment from one participating employer to another or 
to other governmental pension plans under special reciprocal 
transfer agreements. 


=—o= 


Supplementary Benefits (provided by an agreement between 
a participating employer and OMERS) 


Full Type 1 — Final Average Earnings, Past Service Pension 


The full Type 1 provides for the service of amember before 
the member's employer participated in OMERS (past service) 
to become credited service in the basic plan and be fully 
portable within the System. Any pension earned under a 
previous pension plan for the same period of past service 
is deducted from the pension from OMERS. 


Partial Type 1 — Final Average Earnings, Past Service Pension 


The partial Type 1 provides a portion of a benefit based on 
2% of final average earnings and service before the member's 
employer participated in OMERS (past service). Any pension 
earned under a previous pension plan for the same period 
of past service is deducted from the pension from OMERS. 


Type 2 — Current Average Earnings, Past Service Pension 


As of January 1, 1983 this type of supplementary benefit 
is no longer available although all existing agreements at 
the end of 1982 will continue to operate and member pension 
amounts are protected. 


Type 3 — Unreduced Early Retirement Pension for Members 
with a Normal Retirement Age of 60 Years 


The Type 3 benefit provides for payment of an unreduced 
pension if a member retires within 10 years of normal re- 
tirement date under the following conditions: 


(a) completion of 30 or more years of service with the em- 
ployer, or 
(b) due to permanent partial disability as determined by the 
employer. 


Type 3 — Unreduced Early Retirement Pension for Members 
with a Normal Retirement Age of 65 Years 


The Type 3 benefit provides for payment of an unreduced 
pension only if a member retires within 10 years of normal 
retirement date due to permanent partial disability as de- 
termined by the employer. 


Optional Service — The service of amember with another 
governmental employer or war service may be added to a 
Type 1 or Type 2 benefit and the member must contribute on 
a formula basis to be entitled to this service. This service 
becomes additional past service of the member. 
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ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 


($ Thousands) 


Short Term 


Bonds 

Government — Canada 
— Provincial 
— Municipal 


Corporate 
Term Loans 


Total Bonds 


Mortgages 
Residential 
— Single Family 
— Rental 
— Condominium 
Commercial 
— Rentals 
— Office Buildings 
— Shopping Centres 
— Hotel 
— Retail 
— Industrial Buildings 


Total Mortgages 


Equities 
Canada 
Individual Stocks 


— Metals and Minerals 


— Oil and Gas 


— Paper and Forest Products 


— Consumer Products 
— Industrial Products 


— Real Estate and Construction 


— Transportation 
— Pipelines 


— Communications and Media 


— Merchandising 
— Financial Services 


— Management Companies 


Convertible Debentures 
Mutual Funds 


Total Canadian Equities 


Summary of Marketable Securities 


as at December 31, 1985 


Amortized Percentage Yield on Estimated 
Book of Book Market 
Value Portfolio Value Value* 

US ClO 2.6% 9.45% $ 131,907 

$ 478,677 9.6% WSS S Bes Sls) 
323,282 6.5 11.98 BS (OAT 
26,365 Or 10.81 26,865 
433,835 8.7 12.02 454,003 
113,804 238 RRS 113,804 

$1,375,963 27.6% 11.97% $1,480,232 

$ 9,443 O75 12.42% $ 9,847 
899,975 18.1 VOOZ 965,620 

445 0.0 1S.62 461 
2,059 0.0 13.69 2AA2 
120,383 2.4 12.64 134,701 
69,079 1.4 12.41 82,428 
1orcOW 0.3 13.96 14,599 
3,905 0.1 12.28) 4,163 
8,472 Or eco 9,851 
$1,127,128 222605 12.96% $1,224,082 

$158,287 Cer, 25275 $ 169,614 
319,671 6.4 2.14 316,936 
88,804 1.8 1.36 106,075 
PEST 0.5 8.05 72,395 
145,373 2.9 ART, 194,420 
64,014 Ls BAS 79,834 
42,618 0.9 3.89 64,708 
ale Sali 1.4 5.20 68,881 
37,662 0.8 B24 62,959 
36,511 0.7 DEAT, 59,625 
260,852 ED 5.43 343,971 
39,498 0.8 3.80 52,966 
25,425 0.5 9.50 25,380 
30,065 0.6 1.98 48,371 

$1,346,018 27.0% 3.56% $1,666,135 


Oe 


($ Thousands) 


Equities (continued) 
Non-Canada (Canadian $) 
United States 
Individual Stocks 

— Machines 

— Electrical 

— Metals & Minerals 

— Pollution Control 


— Chemicals 

— Diversified — Building 
— Misc. & Diversified 

— Technology 

— Oil — International 


— Oil — Domestic 

— Oil Well Equipment 

— Drugs 

— Hospital Management 

— Electrical Appliances 

— Cosmetics 

— Autos 

— Food 

— Photography 

— Retailing 

— Textiles 

— Tobacco 

— Banks 

— Utilities 

Mutual Funds 

Global 

— Managed Funds 
Total Non-Canadian Equities 


Total Equities 


Real Estate 


Venture Capital & Other 
Total Market Fund Investments 


*xEstimated Market Values 


Schedule 5 


(cont’d.) 
ONTARIO MUNICIPAL EMPLOYEES RETIREMENT FUND 
Summary of Marketable Securities as at December 31, 1985 

Amortized Percentage Yield on Estimated 

Book of Book Market 

Value Portfolio Value Value* 
$ 15,060 0.3% 4.38% $ 18,790 
$ 6,147 0.1% 4.65% SeORS oO 
23,364 ONS S152 29,622 
5,246 0.1 QNE 9,432 
6,237 Ost 4.20 6,206 
CloG4 0.1 11.08 NOS 2i 
(412s 0.3 S.C 18,570 
37,518 0.8 2.06 50,649 
22,236 0.4 256 24,764 
eatin 0.1 7.69 11,622 
14,790 0.3 3.26 12,058 
21,047 0.4 5.88 46,290 
7,198 0.1 3.09 9,832 
6,682 0.1 BPS 8,267 
14,764 Ors 8.18 25,028 
8,793 Or 6si5 8,754 
4,552 0.1 10:53 16,058 
18,124 0.4 Salo) 28,595 
9,453 0.2 4.60 21,281 
6,620 Ont 3.87 10,289 
1,241 0.0 OLS hoon 
ees ORS 6.57 21,095 
12,198 0.2 OsaZ 18,332 
124,130 PS 3.42 196,233 
180,595 BUS 2.05 229,695 
$ 584,404 Wa: S11 SEC OORSA© 
$1,930,422 38.8% C4575 $2,516,480 
275,416 55 8.70 305,092 
14 Omitoal Zo 1.00 140,151 
$4,980,987 100.0% 833% $5,797,944 

Real Estate: Appraised values 


Bonds: Quoted values 
Mortgages: 
Equities: Quoted values 


Computed on current market yields 
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Venture Capital 


& Other: 


Cost 


+ 


ae ke 

es 

Poe ae “ 
‘ - | 


ed 


m _ i 
Cam a 
ints 
eS 
> 
= * 


Sm, Toe: 


= | ag-9 
E. 2 


¥ 
¥ = 
fs ; 
rail i : : ae 
7 re 
+. oa 7 i 
. . * = 
<i af te ae 8 —— , 
wn -" et 
ni, a ‘ i 
a q = 
~ a is 
ait. = : > ee a = 
& sree 
aa —_ af F 
ore 
- + 
E hae a a 
~ alien 4 a z : 
: ey ss - 
He, 
an 
a a : 
= - 
r 
* 


} iy 4, Pa ( 


7 ’ f 


Pr apa wet 
ahs oi Mal 
a ' 
i. a o a a Ww poe. 


es m), oe 4 ney } 


er aiakei! 
. 
iA : ai fe 
rr. i | 
; wt 
bi ba mee 7 
n 7, i i ‘ ww 
s 5 : ey ce Av Peay Uy | 7 
Ph bag (ft “es ri | ar 4 


Pe 


Ss 


i 

ie ee PA i 
Hag } Pet te i 

ae 

ie ine 


Bye 
ae 
The ii 


ee 


